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ARMY  OVERVIEW 


BACKGROUND 

The  Department  of  the  Army  has  historically  operated  a 
significant  number  of  its  organic  commercial  and  industrial 
facilities  under  revolving  fund  concepts  to  encourage  these 
activities  to  function  in  a  more  efficient  and  businesslike 
manner  and  to  provide  the  additional  flexibility  needed  to 
properly  manage  these  facilities  under  changing  workload 
conditions.  The  support  services  provided  by  the  Defense 
Business  Operations  Fund  businesses  are  absolutely  essential  to 
the  success  of  the  Operating  Forces,  and  the  businesses 
themselves  are  an  integral  part  of  the  defense  team. 

ARMY-MANAGED  BUSINESSES 

The  Army  manages  four  business  areas  within  the  Defense 
Business  Operations  Fund. 

Supply  Management.  Army.  This  business  area  buys  and 
maintains  assigned  stocks  of  materiels  for  sale  to  its  customers, 
primarily  Army  operating  units.  The  availability  of  this 
materiel  is  linked  to  equipment  and  operational  readiness  and  the 
war  fighting  readiness  and  abilities  of  Army  units.  The  business 
area  consists  of  one  wholesale  division  and  eight  retail 
subdivisions.  Seven  of  the  retail  subdivisions  are  organized  by 
command;  the  eighth  subdivision  is  organized  by  function.  The 
wholesale  division  is  organized  by  type  of  secondary  item  with 
four  major  subordinate  commands  managing  consumable  and  reparable 
items.  The  division  also  includes  one  program  for  DLA-managed 
prepositioned  war  reserves  under  Army  control. 
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Depot  Maintenance  -  Other.  This  business  area  maintains  end 
items  and  depot-level  reparables.  Its  mission  encompasses  the. 
full  range  of  depot  maintenance  services,  including  overhaul, 
rebuild,  conversion,  renovation,  modification,  repair,  inspection 
and  test,  manufacture,  fabrication  and  reclamation  of  materiel, 
as  well  as  other  maintenance  support  services .  Installations 
store,  maintain,  distribute  and  demilitarize  ammunition,  and 
perform  base  support  host  operations.  The  business  area  consists 
of  thirteen  government -owned  and  operated  depots  and  depot 
activities . 

Depot  Maintenance  -  Ordnance .  The  mission  of  this  business 
area  is  to  manufacture,  renovate  and  demilitarize  ordnance 
materiel  for  all  Services  within  the  Department  of  Defense  and 
foreign  military  customers.  The  business  consists  of  three 
arsenals  and  two  ammunition  plants  that  provide  depot  operations, 
depot  maintenance,  set  assembly,  tenant  support  and  national 
procurement  services  for  thin  and  thick  walled  cannon.  The  five 
government -owned  and  operated  manufacturing  and  ordnance 
activities  are  responsible  for  logistics  management  including 
follow-on  procurement,  production,  maintenance,  engineering  and 
integrated  logistics  support  management. 

Information  Services.  This  business  is  new  in  FY  1996  to 
provide  for  the  development  and  operational  sustainment  of 
automated  information  systems  (i.e.,  requirements  definition, 
system  design,  development,  testing,  integration,  implementation 
support,  and  documentation  services)  to  be  performed  at  five 
systems  and  integration  management  activities/software 
development  centers.  These  functions  were  formerly  financed  in 
an  appropriated- fund  environment. 

In  February  1994,  the  provisional  Industrial  Operations 

Command  (IOC)  was  created  to  consolidate  the  management 
responsibility  for  depot  maintenance.  The  IOC,  located  at  Rock 
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Island,  Illinois,  consolidates  management  of  former  Army 
Armament,  Munitions  and  Chemical  Command  (AMCCOM)  elements, 
including  Army  Depot  Maintenance -Ordnance,  and  Army  Depot 
Maintenance -Other  (formerly  managed  by  Depot  Systems  Command 
(DESCOM) ) .  The  IOC  commands  all  Army  depots,  depot  activities, 
ammunition  plants,  three  arsenals,  and  other  Army  industrial 
activities.  This  consolidation  results  in  savings  in  management 
headquarters  costs. 

In  fiscal  year  1996,  the  depot  maintenance  business  areas 
will  decapitalize  the  chemical  demilitarization  and  storage 
mission  to  the  U.S.  Army  Chemical  Biological  Defense  Command 
(CBDCOM) .  The  CBDCOM  will  be  considered  a  tenant  on  the  affected 
installations  and  will  reimburse  the  business  areas  for  base 
support  costs. 

PERSONNEL  RESOURCES 

A  key  objective  of  the  Army-managed  DBOF  businesses  is  to 
have  the  optimum  mix  of  appropriately  skilled  people  to  match 
workload  requirements.  Reductions  will  be  accomplished,  to  the 
maximum  extent  possible,  through  voluntary  separations  and  hiring 
freezes.  As  a  result,  skill  mismatches  between  the  workforce  and 
the  workload  requirements  may  be  created.  Such  mismatches  may 
cause  unprogrammed  losses  as  the  Department  dramatically 
downsizes . 
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Civilian  and  military  end  strengths  and  workyears,  by 
business  area,  are  as  follows: 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

Civilian  End  Strength 

4 , 503 

4,312 

4,178 

4,072 

Civilian  Work  Years  (Regular) 

4,959 

4,611 

4,346 

4,286 

Military  End  Strength 

69 

22 

22 

20 

Military  Work  Years 

58 

52 

22 

20 

DEPOT  MAINTENANCE  -  OTHER 

Civilian  End  Strength 

17,500 

17,003 

16,319 

15,042 

Civilian  Work  Years  (Regular) 

18,261 

17,712 

16,596 

15,737 

Military  End  Strength 

468 

440 

221 

221 

Military  Work  Years 

424 

413 

221 

221 

DEPOT  MAINTENANCE  -  ORDNANCE 

Civilian  End  Strength 

6,125 

5,136 

5,055 

4,775 

Civilian  Work  Years  (Regular) 

6,320 

6,118 

5,594 

5,513 

Military  End  Strength 

74 

54 

25 

25 

Military  Work  Years 

60 

60 

25 

25 

INFORMATION  SERVICES 

Civilian  End  Strength 

1,285 

1,285 

Civilian  Work  Years  (Regular) 

1,285 

1,285 

Military  End  Strength 

300 

300 

Military  Work  Years 

300 

300 
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COST  OF  GOODS  SOLD 

Total  costs  decline  during  the  budget  years  as  a  result  of 
mission  transfers,  elimination  of  missions,  and  BRAC-related 
workload  reductions.  Costs  are  reflected  below  by  business  area 
( $M)  : 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

10,181.9 

9,636.4 

9,372.4 

9,178.6 

DEPOT  MAINTENANCE  -  OTHER 

1,750 . 9 

1,700.3 

1,668 . 9 

1 , 655 . 9 

DEPOT  MAINTENANCE  -  ORDNANCE 

570 . 9 

566.4 

531.9 

531.9 

INFORMATION  SERVICES 

185.3 

185 . 3 

NET  AND  ACCUMULATED  OPERATING  RESULTS  The  DBOF  operates  on  a 
break-even  basis  over  the  budget  cycle.  The  Army  sets  annual 
revenue  rates  to  achieve  positive  or  negative  results,  in  order 
to  bring  Accumulated  Operating  Results  to  zero  in  the  budget 
years.  The  business  area's  effectiveness  is  measured  by 
comparing  performance  to  goal,  rather  than  simple  calculation  of 
net  operating  results.  Net  and  accumulated  operating  results  are 
reflected  below  ($M) : 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

Net  Operating  Result 

-59.3 

53 . 8 

-3.6 

0 

Accumulated  Operating  Result 

-50.2 

3.6 

0 

0 

DEPOT  MAINTENANCE  -  OTHER 

Net  Operating  Result 

-31.0 

210.5 

-69.5 

0 

Accumulated  Operating  Result 

-141.0 

69.5 

0 

0 

DEPOT  MAINTENANCE  -  ORDNANCE 

Net  Operating  Result 

-10 . 9 

59.7 

4.3 

0 

Accumulated  Operating  Result 

-63 . 9 

-4.3 

0 

0 

INFORMATION  SERVICES 

Net  Operating  Result 

0 

0 

Accumulated  Operating  Result 

0 

0 
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CAPITAL  BUDGET 

The  businesses  seek  to  maintain  and  develop  capabilities 
through  equipment  acquisition  and  the  execution  of  minor 
construction  projects.  The  budget  request  provides  for  equipment 
acquisition  to  replace  obsolete  and  unserviceable  equipment, 
repair  processes  modernization,  elimination  of  environmental 
hazards,  and  decrease  in  repair  costs  through  productivity- 
improvements.  The  following  table  displays  the  capital  budget 
authority  for  FY  1994  through  FY  1997,  by  business  area  ($M) : 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

16 . 0 

18.6 

11.0 

10 . 0 

DEPOT  MAINTENANCE  -  OTHER 

70.4 

24.5 

62 . 9 

50.1 

DEPOT  MAINTENANCE  -  ORDNANCE 

20.8 

6.6 

21.7 

17.5 

INFORMATION  SERVICES 

0 

0 

UNIT  COSTS 

Unit  costing  is  the  methodology  established  in  the  DBOF  to 
authorize  and  control  costs.  Unit  cost  goals  allow  activities  to 
respond  to  workload  changes  by  setting  goals  to.  reduce  costs  when 
workload  declines  and  to  provide  for  the  additional  cost 
authority  necessary  to  meet  increased  customer  demand.  In  the 
Depot  Maintenance -Other  business,  transfers  of  the  chemical  and 
special  weapons  missions,  as  well  as  productivity  initiatives 
such  as  updating  of  methods  and  standards,  are  resulting  in 
decreasing  costs  per  direct  labor  hour.  On  the  other  hand,  the 
Depot  Maintenance -Ordnance  business  area's  costs  per  direct  labor 
hour  increase  as  a  result  of  fixed  costs  being  spread  over  a 
decreasing  order  base. 
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The  following  unit  cost  goals  have  been  established  for  the 
Army-managed  businesses: 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT ,  ARMY 

Wholesale:  Cost/$  Gross  Sales 

$  .88 

$.85 

$.84 

$.87 

Retail:  Cost/$  Gross  Sales 

$1.00 

$  .  99 

$.99 

$  .  99 

DEPOT  MAINTENANCE  -  OTHER 

$  per  Direct  Labor  Hour 

$90.51 

$88.23 

$84 . 01 

$83 . 83 

DEPOT  MAINTENANCE  -  ORDNANCE 

$  per  Direct  Labor  Hour 

$86 . 62 

$82.46 

$88.56 

$90.27 

INFORMATION  SERVICES 

To  be  determined 

CUSTOMER  RATE  CHANGES 

In  FY  1996,  business  area  rates  have  been  set  to  recover 
prior  year  losses  or  return  prior  year  gains .  Rate  changes  are 
expressed  as  a  percentage  change  from  the  rate  charged  in  the 
previous  year.  The  FY  1996  rate  decreases  in  the  depot 
maintenance  businesses  are  primarily  due  to  return  of  prior  year 
gains.  Rate  changes  are  shown  in  the  following  table. 


FY93-94 

FY94-95 

FY95-96 

FY96-97 

SUPPLY  MANAGEMENT,  ARMY 

+  0.2% 

+  8 . 0% 

+5.3% 

+4 . 1% 

DEPOT  MAINTENANCE  -  OTHER 

+2.3% 

+15.6% 

-23.1% 

+  9.9% 

DEPOT  MAINTENANCE  -  ORDNANCE 

-7.0% 

+25 . 8% 

-14 . 1% 

+17.3% 

INFORMATION  SERVICES 

N/A 

N/A 
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REVENUE 

The  following  table  displays  expected  revenue  by  business 
area  ($M) : 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

10,127. 

6 

9,736.6 

9,490.0 

9,227 . 6 

DEPOT  MAINTENANCE  -  OTHER 

1,695. 

6 

1,951.8 

1,615.9 

1,671.7 

DEPOT  MAINTENANCE  -  ORDNANCE 

567. 

0 

626 . 1 

536.2 

531.9 

INFORMATION  SERVICES 

-0- 

-0- 

185.3 

185.3 

WORKLOAD 

Generally,  workload  is  declining  in  the  budget  years  due  to 
continued  downsizing  of  the  operating  forces.  In  the  Supply 
Management  business  area,  workload  reductions  in  pipeline 
replacements  are  based  on  efforts  to  decrease  lead-times. 


FY  94 

FY  95 

FY  96 

FY  97 

SUPPLY  MANAGEMENT,  ARMY 

Line  Items  Managed 

212, 743 

206,652 

182,285 

182,285 

Requisitions  Reev'd  ($M) 

4,334.8 

4,381.6 

4,205.6 

4,024.9 

Receipts 

446,031 

552,701 

546,014 

529,161 

Issues 

1,525,526 

1,680,471 

1,616,800 

1,579,749 

Contracts  Executed 

9,423 

9,143 

9,108 

7,650 

DEPOT  MAINT  - 

OTHER  DLH  000 

19,344 

19,272 

19,865 

19,752 

DEPOT  MAINT  - 

ORD  DLH  000 

6,591 

6,869 

6,006 

5,892 

INFORMATION  SERVICES 

None  est'd 
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CUSTOMER  REVENUE  RATES 

In  the  Depot  Maintenance  business  areas,  customer  revenue 
rates  are  set  per  direct  labor  hour.  These  rates  are  stabilized 
so  that  the  customer's  buying  power  is  protected  in  the  year  of 
execution.  The  following  table  shows  the  revenue  rate  per  direct 
labor  hour  for  the  depot  maintenance  businesses: 


FY  94 

FY  95 

FY  96 

FY  97 

DEPOT  MAINTENANCE  -  OTHER 

$94 . 73 

$109.51 

$84.24 

$92.61 

DEPOT  MAINTENANCE  -  ORDNANCE 

j|[^gj|||gg|j 

$98.73 

$84 . 78 

$99.43 

SUPPLY  INVENTORY  AND  MATERIEL  REPLACEMENT 

The  Supply  Management  business  area  inventory  decreases  by 
$0.5  billion  between  FY  1995  and  FY  1996  and  by  $4.2  billion 
between  FY  1996  and  FY  1997.  Force  structure  changes,  the 
Reduced  Price  Initiative  and  the  Army  Total  Inventory  Management 
program  are  all  contributing  factors  to  the  decrease.  Ongoing 
lead-time  reduction  initiatives  should  lead  to  future  inventory 
reductions . 

The  Supply  Management  business  area  has  been  limited  by  law 
in  materiel  replacement  rate  (the  percentage  of  sales  that  can  be 
reordered)  between  FY  1991  and  FY  1995.  The  FY. 1995  budget 
included  a  materiel  replacement  rate  of  62  percent.  although 
there  is  no  statutory  limitations  in  FY  1996  and  FY  1997,  the 
Army  has  constrained  the  materiel  replacement  rate  to  80  percent. 

PERFORMANCE  INDICATORS 

Performance  indicators  for  the  depot  maintenance  business 
areas  are  labor  hour  costs,  net  operating  results,  unit  cost,  and 
schedule  conformance.  The  goals  for  these  are  to  execute  labor 
hour  costs  at  or  below  budgeted  levels,  to  achieve  or  exceed 
budgeted  operating  results,  and  to  complete  at  least  95%  of  items 
worked  on  schedule . 
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Stock  availability  measures  the  percentage  of  Supply 
Management,  Army  (SMA)  requisitions  satisfied  upon  initial 
processing  in  the  wholesale  supply  system.  The  SMA  target  for 
Stock  Availability  is  85  percent.  FY  1995,  FY  1996,  and  FY  1997 
budget  requirements  are  based  on  the  85  percent  target.  FY  1994 
SMA  performance  is  indicated  below: 


Quarter 

Percent 

1st 

85 . 1 

2d 

86 . 9 

3d 

89.1 

4th 

89.4 

COST  OF  DEPOT  LEVEL  REPARABLES 

The  cost  of  Depot  Level  Reparables  (DLRs)  in  the  Supply 
Management  business  area  continues  to  decrease,  consistent  with 
the  decrease  in  DLR  demands  and  sales.  The  Army  has  fully 
implemented  the  Stock  Funding  Depot  Level  Reparables  initiative 
and  continues  to  exceed  the  target  demand  reduction  goals 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
REVENUE  AND  EXPENSES 
(Dollars  in  Millions) 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

Revenue : 

Gross  Sales 

12,389.5 

12,314.5 

11,829.0 

11,616.5 

Operations 

(12,231.9) 

(12,119.1) 

(11,651.0) 

(11,441.6) 

Capital  Surcharge 

(32.8) 

(87.4) 

(67.7) 

(64.8) 

Depreciation  exc  Maj  Const 

Major  Construction 

(107.9) 

(17.6) 

(107.9) 

(108.7) 

(110.1) 

Other  Income 

Total  Income 

12,389.5 

12,314.5 

11,829.0 

11,616.5 

Expenses : 

Cost  of  Material  sold  frm  Inventory 

6,496.4 

6,272.2 

5,828.3 

5,798.3 

Negotiated  Purchases  from  Customer 

2,987.5 

2,735.0 

2,890.1 

2,701.2 

Transportation 

93.3 

87 . 9 

72 . 7 

71.1 

Salaries  and  Wages : 

Military  Personnel 

25.2 

18.4 

20.3 

21.1 

Civilian  Personnel 

1,301.0 

1,309.8 

1,307.6 

1,292.9 

Materials,  Supplies  and 

Parts  used  in  Operations 

587.9 

627.5 

631.5 

628.5 

Facility  Repair  Charge 

62.4 

70.3 

70.9 

72.0 

Depreciation  -  Capital 

84.3 

69.2 

73.9 

74.4 

Engineering  Services 

42.8 

42.1 

65.8 

65.0 

Lease  Costs 

25.9 

25.7 

28.1 

28.6 

Purchased  Utilities 

38.3 

41.2 

44 . 0 

45.1 

Purchased  Communications 

4.1 

4 . 3 

5.5 

5.7 

Equipment  Maintenance 

34.7 

25.2 

25.5 

26.1 

Fuel 

13.1 

'10.9 

12.1 

13.0 

Other  Expenses 

629.7 

557.0 

676.4 

687.8 

Total  Expenses 

12,426.6 

11,896.6 

11,752.9 

11,530.7 

Work  in  Process  Adj 

77.1 

6.5 

5.6 

21.0 

Cost  of  Goods  Sold 

12,503.7 

11,903.1 

11,758.5 

11,551.7 

Operating  Result 

-  Other  Changes  Affecting  NOR/AOR 

(114.2) 

16.6 

411.4 

70.5 

70 . 0 

64.8 

-  Capital  Surcharge  Reservation 

87.4 

67 . 7 

64.8 

NET  OPERATING  RESULT 

(97.6) 

324 . 0 

(67.2) 

(0.0) 

Prior  Year  AOR 

(159.2) 

(256.8) 

67.2 

Accumulated  Operating  Results 

(256.8) 

67.2 

(0.0) 

(0.0) 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
SOURCE  OF  REVENUE  (NEW  ORDERS) 
(Dollars  in  Millions) 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

1.  Orders  from  DoD  Components: 

ARMY 

7,078 . 9 

7,203.4 

6,983.1 

6,739.2 

NAVY 

94 . 3 

102.5 

95.4 

98.6 

AIR  FORCE 

186.4 

199.9 

183 . 7 

180 . 9 

MARINE  CORPS 

82.0 

92.0 

95 . 7 

93 . 9 

OTHER 

535.7 

550.2 

527.9 

515.9 

2 .  Orders  from  DBOF 

3,507.9 

3,557.4 

3,283.8 

3,257.4 

Business  Areas 

3 .  Total  DoD 

11,485.2 

11,705.4 

11,169 . 6 

10,885 . 9 

4 .  Other  Orders : 

Foreign  Military  Sales  (FMS) 

378.0 

370.6 

333.4 

355.4 

Non-DoD  Agencies 

63.9 

82.1 

129.1 

108 . 0 

Other  Federal  Agencies 

62.3 

62.8 

68 . 8 

66.1 

5.  Total  Gross  Orders 

11,989.4 

12,220.9 

11,700.9 

11,415.4 

6 . -  Change  to  Backlog  (Backorders 

(70 .6) 

57.9 

36.6 

0.4 

7.  Total  Gross  Sales 

11,874.7 

12,163.0 

11,664.3 

11,415.0 

14 


DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 

FISCAL  YEAR  1994 


-  Peacetime  - 


Total 

Mobilization 

Operating 

_ Other 

Materiel  Inventory  BOP 

14,571.0 

2,751.0 

9,504 . 6 

2,315.4 

BOP  Reclassification  Changes 

0.0 

182.8 

759.4 

(942.2) 

Price  Changes 

(438.6) 

(17.3) 

(202.5) 

(218.8) 

Receipts  from  Commercial  Sources 

7,150.4 

116.6 

7,007.4 

26.4 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

8,612.3 

0.0 

2,228.8 

6,383.5 

Gross  Sales 

10,127.6 

3.1 

10,124.5 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

248.4 

110.4 

171.2 

(33.2) 

RETURNS  TO  SUPPLIERS  (-) 

(2,243.8) 

0.0 

(22.3) 

(2,221.5) 

TRANSFERS  TO  PROP.  DISP. (-) 

(2,782.7) 

0.0 

0.0 

(2,782.7) 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

(312.2) 

(27.6) 

4.0 

(288.6) 

OTHER  (list) 

(1,341.1) 

114.1 

(484.4) 

(970.8) 

TOTAL  ADJUSTMENTS 

(6,431.4) 

196.9 

(331.5) 

(6,296.8) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 
NUMERIC  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

13,336.1 

3,226.9 

8,841.7 

1,267.5 

1,620.1 

655.8 

39.5 

Materiel  Inventory  on  Order 

EOP  (memo) 

3,192.0 

153.4 

3,038.6 

0.0 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 

FISCAL  YEAR  1995 

-  Peacetime  - 

Total  Mobilization  _ Operating  Other 


Materiel  Inventory  BOP 

13,336.1 

3,226.9 

8,841.7 

1,267.5 

BOP  Reclassification  Changes 

0 . 0 

66.4 

683 . 6 

(750.0) 

Price  Changes 

1,009.2 

108.2 

538.2 

362.8 

Receipts  from  Commercial  Sources 

6,322.9 

88.6 

6,233.9 

0.4 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

6,818.7 

0.0 

1,893.1 

4,925.6 

Gross  Sales 

9,736.6 

0.0 

9,736.6 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

(159.9) 

56.4 

(131.9) 

(84.4) 

RETURNS  TO  SUPPLIERS  (-) 

(2,557.8) 

(8.2) 

(82.9) 

(2,466.7) 

TRANSFERS  TO  PROP.  DISP. (-) 

(1,857.7) 

0.0 

0.0 

(1,857.7) 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

(16.0) 

(32.0) 

4.4 

11.6 

OTHER  (list) 

(359.6) 

(37.7) 

(121.1) 

(200.8) 

TOTAL  ADJUSTMENTS 

(4,951.0) 

(21.5) 

(331.5) 

(4,598.0) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,799.3 

3,468.6 

8,122.4 

1,208.3 

845.8 

338.3 

24.2 

Materiel  Inventory  on  Order 

EOP  (memo) 

2,780.2 

318.1 

2,462.1 

0.0 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 

FISCAL  YEAR  1996 


-  Peacetime  - 


Total 

Mobilization 

Operating 

Other 

Materiel  Inventory  BOP 

12,799.3 

3,468.6 

8,122.4 

1,208.3 

BOP  Reclassification  Changes 

0.0 

(32.5) 

532 . 7 

(500.2) 

Price  Changes 

290.6 

32.6 

137.5 

120.5 

Receipts  from  Commercial  Sources 

6,033.9 

32.2 

6,001.2 

0.5 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

6,837.9 

0.0 

2,201.9 

4,636.0 

Gross  Sales 

9,490.0 

0.0 

9,490.0 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

1.7 

63.4 

(61.7) 

0.0 

RETURNS  TO  SUPPLIERS  (-) 

(2,139.1) 

0.0 

0.0 

(2,139.1) 

TRANSFERS  TO  PROP.  DISP.(-) 

(1,415.2) 

0.0 

0.0 

(1,415.2) 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

32.5 

14.4 

3.9 

14.2 

OTHER  (list) 

(309.7) 

(45.4) 

(126.2) 

(138.1) 

TOTAL  ADJUSTMENTS 

(3,829.8) 

32.4 

(184.0) 

(3,678.2) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,641.9 

3,533.3 

7,321.7 

1,786.9 

1,250.8 

500.3 

35.7 

Materiel  Inventory  on  Order 

EOP  (memo) 

2,647.0 

0.0 

2,647.0 

0.0 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 

FISCAL  YEAR  1997 

-  Peacetime  - 

Total  Mobilization  _ Operating  Other 


Materiel  Inventory  BOP 

12,641.9 

3,533.3 

7,321.7 

1, 786.9 

BOP  Reclassification  Changes 

0.0 

(19.0) 

169.3 

(150.3) 

Price  Changes 

357.5 

41.9 

165.3 

150.3 

Receipts  from  Commercial  Sources 

5,997.5 

28.0 

5,968.6 

0.9 

Negotiated  Purchase  from  Customers 

6,726.5 

0.0 

2,261.2 

4,465.3 

and  Returns  without  Credit 

Gross  Sales 

9,227.6 

0.0 

9,227.6 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

9.7 

35.0 

(25.9) 

0.6 

RETURNS  TO  SUPPLIERS  (-) 

(2,192.2) 

0.0 

0.0 

(2,192.2) 

TRANSFERS  TO  PROP.  DISP.(-) 

(1,709.4) 

0.0 

0.0 

(1,709.4) 

ISSUES/RECEIPTS  WITHOUT 

27.9 

13.1 

0.2 

14.6 

REIMBURSEMENT  +  or  (-) 

OTHER  (list) 

(363.2) 

(40.2) 

(209.8) 

(113.2) 

TOTAL  ADJUSTMENTS 

(4,227.2) 

7.9 

(235.5) 

(3,999.6) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,268.6 

3,592.1 

6,423.0 

2.253.5 

1.577.5 

631.0 

45.1 

Materiel  Inventory  on  Order 

EOP  (memo)  3,378.6  4.1  3,374.5  0.0 
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OPERATING  BUDGET 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  BUDGET  ESTIMATE 
SUPPLY  MANAGEMENT 


FUNCTIONAL  DESCRIPTION 

The  Supply  Management,  Army  (SMA)  Business  Area  consists  of  a 
wholesale  division  and  separate  retail  divisions  for  Army  major 
commands.  One  other  retail  division  is  organized  by  function  to 
support  military  requirements  in  the  National  Capital  Region 
(Washington,  DC) .  The  wholesale  subdivisions  are  organized  by 
commodity  with  major  subordinate  commands  managing  assigned  Army 
items  and  the  Defense  Logistics  Agency  (DLA) -managed 
prepositioned  war  reserves  under  Army  control.  Supply  Management 
activities  consist  of  the  following: 

Retail  Supply  Operations 


Retail 

Divisions 

FORSCOM : 

Headquarters , 

USAREUR : 

Headquarters , 

TRADOC: 

Headquarters , 
Command 

USARPAC : 

Headquarters , 

USAEIGHT : 

Headquarters , 

USARSO : 

Headquarters , 

AMC-ID: 

Headquarters , 
Installation 

US  Army  Forces  Command 
US  Army  Europe 

US  Army  Training  and  Doctrine 

US  Army  Pacific  Command 

Eighth  US  Army  Korea 

US  Army  Southern  Command 

US  Army  Materiel  Command- 
Division 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  BUDGET  ESTIMATE 
SUPPLY  MANAGEMENT 


Type  of  Materiel  Managed: 

Department  of  the  Army  (DA) ,  DLA,  and  General  Services 
Administration  (GSA)  items:  items  include  repair  parts;  clothing; 
subsistence;  medical  supplies;  industrial  supplies;  bulk  and  packaged 
Petroleum,  Oil,  and  Lubricants  (POL) ;  general  supplies;  and  ground 
support  supplies. 

In  addition,  DSS-W:  Defense  Supply  Service  -  Washington,  DC 
manages  GSA  items,  administrative  office  supplies  and  equipment. 

Wholesale  Supply  Operations 


Wholesale 

subdivisions  Type  of  Materiel  Managed 

Aviation  and  Troop  Aircraft  and  ground  support  items 

Command  (ATCOM) 

US  Army  Communications-  Communication  and  electronics  items 
Electronics  Command  (CECOM) 


US  Army  Missile  Command  Missile  systems  items 
(MICOM) 

US  Army  Tank  and  Combat,  automotive,  and  construction  items 

Automotive  Command  (TACOM) 


US  Army  Armament  and 
Chemical  Acquisition 
and  Logistics  Activity 
(AC ALA) 

Headquarters,  US 
Army  Materiel  Command 
(AMC-MOB) 


Weapons,  special  weapons,  chemical  and 
fire  control  items 


DLA/GSA  items:  repair  parts,  clothing,, 
subsistence,  medical  supplies,  industrial 
supplies,  packaged  POL,  general  supplies, 
ground  forces  supplies 
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ARMY 


DEFENSE  BUSINESS  OPERATIONS  FUND  - 
FY  1996/1997  BUDGET  ESTIMATE 
SUPPLY  MANAGEMENT 


BUDGET  HIGHLIGHTS 


Supply  Management,  Army  (SMA)  gross  sales  continue  to  decline 
as  the  Army  downsizes. 


($  in  Millions) 

FY  1994 

FY.J.995 

FY  1996 

FY  1997 

Gross  Sales 

10,127.6 

9,736 . 6 

9,490 . 0 

9,227.6 

Obligations  for  Materiel 
(includes  Depot -Level 
Repair  of  DLRs) 

5,752.5 

5,651 . 6 

5,182 . 8 

5,295 . 0 

Credit  Returns 

2,987.5 

2,735 . 0 

2,890 . 1 

2,701.2 

Prices  for  Army-managed  items  will  be  adjusted  upward  an 
average  of  5.3  percent  in  FY  1996  and  4.1  percent  in  FY  1997  to 
cover  Wholesale  Division  inflation  and  pay  raises,  increased 
Depot  Operations  (discrete  pricing)  prices  and  Joint  Logistics 
Support  Center  costs. 

Operating  -Results  EX..1.9M  FY  1395  F.Y.-LS.9.6  FY  .123.1. 

($  in  Millions) 

Net  Operating  Results  -59.3  53.8  -3.6  0.0 

Accumulated  Operating 

Results  -50.2  3.6  0.0  0.0 

WORKLOAD  AND  ECONOMIC  ASSUMPTIONS 

v 

The  following  presents  general  workload  data  and  economic 
assumptions  for  the  Wholesale  Division.  ($  in  Millions) 


SMA  Line  Items  Managed 
SMA  Requisitions  Received 
Receipts 
Issues 

Contracts  Executed 
SMA  Customer  Rate  Change 
SMA  Purchase  Inflation 


FY  1994 
212,743 
$4,334.8 
446,031 
1,525,526 
9,423 
.2% 
2.0% 


FY  1995 
206,652 
$4,381.6 
552,701 
1,680,471 
9,143 
8 . 0% 
2 . 8% 


FY  1996 
182,285 
$4,205.6 
546,014 
1,616,800 
9,108 
5.3% 
3 . 0% 


FY  1997 
182,285 
$4,024 . 9 
529,161 
1,579,749 
7,650 
4.1% 
2.1% 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  BUDGET  ESTIMATE 
SUPPLY  MANAGEMENT 


TTNTT  COST  GOAL 

FY  1994 

FY  1995 

FY  1996 

FY  1997 

Wholesale 

$  .88 

$  .  85 

$  .  84 

$  .  87 

Retail 

$1.00 

$.  99 

$  .  99 

$  .  99 

PERSONNEL 

FY  1994 

FY  1995 

FY  1996 

FY  1997 

Civilian 

End  Strength 

4,503 

4,312 

4,178 

4,072 

Workyears 

4,959 

4,611 

4,346 

4,286 

Military 

End  Strength 

69 

22 

22 

20 

Workyears 

58 

52 

22 

20 

INVENTORY 

FY  1991 

FY  1 995 

FY  1996 

FY  1997 

($  in  Millions) 

$13,336.1 

$12,799.3  $12,641.9 

$12,268.6 

Downsizing  of  the  Army,  the  Total  Army  Inventory  Management 
program,  and  our  efforts  to  reduce  lead-times  results  in  lower 
inventory  levels  required  to  support  training  and  readiness. 


SUPPLY  MANAGEMENT  STOCK  AVAILABILITY 


This  statistic  measures  the  percentage  of  Supply  Management, 
Army  (SMA)  requisitions  satisfied  upon  initial  processing  in  the 
wholesale  supply  system.  The  SMA  target  for  Stock  Availability 
is  85  percent  demand  satisfaction.  FY  1995,  FY  1996  and  FY  1997 
budget  requirements  are  based  on  the  85  percent  target .  Data 
provided  reflects  FY  1994  actual  performance. 


Quarter 

1st 

2d 

3d 

4th 


Percent. 

85.1 
86.9 

89.1 
89.4 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  BUDGET  ESTIMATE 
SUPPLY  MANAGEMENT 

MAJOR  PROGRAMMATIC  ADJUSTMENTS 

Significant  programmatic  adjustments  in  the  FY  1995-1997 
submission  include:  reductions  of  supply  systems  costs  resulting 
from  the  Total  Army  Inventory  Management  program;  reductions  in 
workload  driven  principally  by  force  structure  changes; 
reductions  in  the  need  to  buy  pipeline  replacements  based  on  our 
efforts  to  decrease  lead-times;  changes  in  the  consumptive 
behavior  of  units  as  a  result  of  the  impacts  of  stock  funding  of 
depot-level  reparables  and  re-equipping  efforts  which  both  result 
in  lower  demand  for  stock  fund-managed  materiel. 
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SUPPLY  MANAGEMENT,  ARMY 
REVENUE  AND  EXPENSES 
(Dollars  in  Millions) 


Revenue : 

Gross  Sales 

Operations 
Capital  Surcharge 
Depreciation  exc  Maj  Const 
Major  Construction  Dep 
Other  Income 
Refunds /Discounts  (-) 

Total  Income: 

Expenses : 

Cost  of  Material  Sold  from  Inventory 
Negotiated  Purchases  from  Customers 
Transportation 
Salaries  and  Wages: 

Military  Personnel 
Civilian  Personnel 
Materials,  Supplies,  and 
Parts  used  in  Operations 
Facility  Repair  Charge 
Depreciation  -  Capital 
Contracted  Engineering  Services 
Lease  Costs 
Purchased  Utilities 
Equipment  Maintenance 
Fuel 

Other  Expenses 

Total  Expenses 

Operating  Result 

Less  Capital  Surchg  Reservation 
Plus  Appropriations  Affecting  NOR/AOR 
Other  Changes  Affecting  NOR/AOR 

Net  Operating  Result 

Prior  Year  AOR 

Accumulated  Operating  Result 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

10,127.6 

9,736.6 

9,490.0 

9,227.6 

(10,113.2) 

(9,677.3) 

(9,425.7) 

(9,166.6) 

(0.0) 

(46.4) 

(51.2) 

(49.0) 

(14.4) 

(12.9) 

(13.1) 

(12.0) 

(0.0) 

(0.0) 

(0.0) 

(0.0) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

10,127.6 

9,736.6 

9,490.0 

9,227.6 

6,496.4 

6,272.2 

5,828.3 

5,798.3 

2,987.5 

2,735.0 

2,890.1 

2,701.2 

72 . 9 

67.9 

59.0 

58.7 

3.8 

2.4 

1.3 

1.4 

217.4 

225.7 

218.4 

221.0 

8.4 

12.8 

8.4 

8.4 

2.5 

3.0 

8.0 

8.0 

14.4 

12.9 

13.1 

12.0 

4.1 

2.8 

1.5 

1.5 

5.7 

6.0 

6.0 

6.0 

3.0 

3.0 

4.0 

4.0 

4.4 

4.0 

4.0 

4.0 

0.5 

0.0 

0,0 

0.0 

360.9 

288.7 

330.3 

354.1 

10,181.9 

9,636.4 

9,372.4 

9,178.6 

-54.3 

100.2 

117.6 

49.0 

0.0 

46.4 

51.2 

49.0 

0.0 

0.0 

0.0 

0.0 

-5.0 

0.0 

70.0 

0.0 

-59.3 

53.8 

-3.6 

0.0 

9.1 

-50.2 

3.6 

0.0 

-50.2 

3.6 

0.0 

0.0 
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SUPPLY  MANAGEMENT,  ARMY 
SOURCE  OF  REVENUE 
(Dollars  in  Millions) 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

New  Orders 

a.  Orders  from  DoD  Components: 

6,624.6 

6,352.7 

6,288.6 

6,135.9 

Army- 

5,866.6 

5,604.4 

5,551.0 

5,411.2 

Navy 

74.1 

68.8 

62.3 

61.4 

Air  Force 

178.3 

181.9 

168.5 

163.4 

Marine  Corps 

81.4 

88.0 

87.3 

84.7 

DLA 

335.6 

318.7 

330.7 

327.1 

Other  DoD 

88.6 

90.8 

88.8 

88.1 

b.  Orders  from  other  Fund 

Business  Areas : 

3,037.3 

3,043.5 

2,867.1 

2,712.4 

c .  Total  DoD 

9,661.9 

9,396.3 

9,155.7 

8,848.3 

d .  Other  Orders : 

395.1 

398.2 

371.0 

379.7 

Other  Federal  Agencies 

56.4 

59.5 

59.7 

58.1 

FMS 

315.6 

314.6 

287.3 

301.2 

Non  Federal  Agencies 

0.0 

0.0 

0.0 

0.0 

All  Other 

23.1 

24.0 

24.0 

20.4 

Carry- In  Orders 

0.0 

0.0 

0.0 

0.0 

Total  Gross  Orders 

10,057.0 

9,794.5 

9,526.7 

9,228.0 

Change  to  Backlog 

(70.6) 

57.9 

36.6 

0.4 

Total  Gross  Sales 

10,127.6 

9,736.6 

9,490.0 

9,227.6 

SUPPLY  MANAGEMENT,  ARMY 
CHANGES  IN  THE  COST  OF  OPERATIONS 
(Dollars  in  Millions) 


Expenses 

FY  1994  Actual  10,181.9 

FY  1995  President's  Budget  9,454.4 

Pricing 

Civilian  Personnel-Pay  1-5 

Program  Changes 

Sales  Increase  180.5 

FY  1995  Current  Estimate  9,636.4 

Pricing 

Civilian  Personnel-Pay  6.6 

Supply  Depot  Operations  20.4 

Defense  Logistics  Service  Center/Defense  Automatic  Addressing 

System/Defense  Reutilization  and  Marketing  Service  (13.1) 

Program  Changes 

Civilian  Personnel  (12.4) 

Military  Personnel  (1-1) 

Supply  Depot  Operations  (8.7) 

Sales  Decrease  (Force  Structure)  (214.0) 

Defense  Logistics  Service  Center/Defense  Automatic  Addressing 

System/Defense  Reutilization  and  Marketing  Service  (41.8) 

Logistics  Support  Activity/Funding-Availability  Multi  Method 

Allocation  for  Spares/Models  9.0 

Transportation  (8.9) 

FY  1996  Estimate  9,372.4 

Pricing 

Civilian  Personnel-Pay  8.2 

Supply  Depot  Operations  14.7 

Defense  Logistics  Service  Center/Defense  Automatic  Addressing 

System/Defense  Reutilization  and  Marketing  Service  1.3 

Program  Changes 

Civilian  Personnel  (3.2) 

Military  Personnel  0.1 

Sales  Decrease  (Force  Structure)  (229.3) 

Defense  Logistics  Service  Center/Defense  Automatic  Addressing 

System/Defense  Reutilization  and  Marketing  Service  13.7 

Logistics  Support  Activity/Funding-Availability  Multi  Method 

Allocation  for  Spares/Models  1.0 

Transportation  (0.3) 

FY  97  Estimate  9,178.6 
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SUPPLY  MANAGEMENT,  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 
FISCAL  YEAR  1994 


-  Peacetime 

Total  Mobilization  Operating 


Materiel  Inventory  BOP 

14,571.0 

2,751.0 

9,504.6 

BOP  Reclassification  Changes 

0.0 

182.8 

759.4 

Price  Changes 

(438.6) 

(17.3) 

(202.5) 

Receipts  from  Commercial  Sources 

7,150.4 

116.6 

7,  007.4 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

8,612.3 

0.0 

2,228.8 

Gross  Sales 

10,127.6 

3.1 

10,124.5 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

248.4 

110.4 

171.2 

RETURNS  TO  SUPPLIERS  (-) 

(2,243.8) 

0.0 

(22.3) 

TRANSFERS  TO  PROP.  DISP.(-) 

(2,782.7) 

0.0 

0.0 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

(312.2) 

(27.6) 

4.0 

OTHER  (list) 

(1,341.1) 

114.1 

(484.4) 

TOTAL  ADJUSTMENTS 

(6,431.4) 

196.9 

(331.5) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 
NUMERIC  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

13,336.1 

3,226.9 

8,841.7 

Materiel  Inventory  on  Order 

EOP  (memo) 

3,192.0 

153.4 

3,038.6 

Other 


2.315.4 
(942.2) 
(218.8) 

26.4 

6.383.5 


0.0 


(33.2) 

2,221.5) 

2.782.7) 
(288.6) 

(970.8) 

6.296.8) 

1,267.5 

1,620.1 

655.8 

39.5 


0.0 
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SUPPLY  MANAGEMENT,  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 
FISCAL  YEAR  1995 


-  Peacetime  - 


Total 

Mobilization 

Operatina 

Other 

Materiel  Inventory  BOP 

13,336.1 

3,226.9 

8,841.7 

1,267.5 

BOP  Reclassification  Changes 

0.0 

66.4 

683.6 

(750.0) 

Price  Changes 

1,009.2 

108.2 

538.2 

362.8 

Receipts  from  Commercial  Sources 

6,322.9 

88.6 

6,233.9 

0.4 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

6,818.7 

0.0 

1,893.1 

4,925.6 

Gross  Sales 

9,736.6 

0.0 

9,736.6 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

(159.9) 

56.4 

(131.9) 

(84.4) 

RETURNS  TO  SUPPLIERS  (-) 

(2,557.8) 

(8.2) 

(82.9) 

(2,466.7) 

TRANSFERS  TO  PROP .  DISP . ( - ) 

(1,857.7) 

0.0 

0.0 

(1,857.7) 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

(16.0) 

(32.0) 

4.4 

11.6 

OTHER  (list) 

(359.6) 

(37.7) 

(121.1) 

(200.8) 

TOTAL  ADJUSTMENTS 

(4,951.0) 

(21.5) 

(331.5) 

(4,598.0) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,799.3 

3,468.6 

8,122.4 

1,208.3 

845.8 

338.3 

24.2 

Materiel  Inventory  on  Order 

EOP  (memo) 

2,780.2 

318.1 

2,462.1 

0.0 
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SUPPLY  MANAGEMENT,  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 
FISCAL  YEAR  1996 


-  Peacetime  - 


Total 

Mobilization  . 

Operating 

Other 

Materiel  Inventory  BOP 

12,799.3 

3,468.6 

8,122.4 

1,208.3 

BOP  Reclassification  Changes 

0.0 

(32.5) 

532.7 

(500.2) 

Price  Changes 

290.6 

32.6 

137.5 

120.5 

Receipts  from  Commercial  Sources 

6,033 . 9 

32.2 

6,001.2 

0.5 

Negotiated  Purchase  from  Customers 
and  Returns  without  Credit 

6,837.9 

0.0 

2,201.9 

4,636.0 

Gross  Sales 

9,490.0 

0.0 

9,490.0 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

1.7 

63.4 

(61.7) 

0.0 

RETURNS  TO  SUPPLIERS  (-) 

(2,139.1) 

0.0 

0.0 

(2,139.1) 

TRANSFERS  TO  PROP.  DISP. (-) 

(1,415.2) 

0.0 

0.0 

(1,415.2) 

ISSUES/RECEIPTS  WITHOUT 
REIMBURSEMENT  +  or  (-) 

32.5 

14.4 

3.9 

14.2 

OTHER  (list) 

(309.7) 

(45.4) 

(126.2) 

(138.1) 

TOTAL  ADJUSTMENTS 

(3,829.8) 

32.4 

(184.0) 

(3,678.2) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,641.9 

3,533.3 

7,321.7 

1,786.9 

1,250.8 

500.3 

35.7 

Materiel  Inventory  on  Order 

EOP  (memo) 

2,647.0 

0.0 

2,647.0 

0.0 
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SUPPLY  MANAGEMENT,  ARMY 
MATERIAL  INVENTORY  DATA 
(Dollars  in  Millions) 
FISCAL  YEAR  1997 


-  Peacetime  - 

Total  Mobilization  _ Operating  Other 


Materiel  Inventory  BOP 

12,641.9 

3,533.3 

7,321.7 

1,786.9 

BOP  Reclassification  Changes 

0.0 

(19.0) 

169.3 

(150.3) 

Price  Changes 

357.5 

41.9 

165.3 

150.3 

Receipts  from  Commercial  Sources 

5,997.5 

28.0 

5, 968.6 

0.9 

Negotiated  Purchase  from  Customers 

6,726.5 

0.0 

2,261.2 

4,465.3 

and  Returns  without  Credit 

Gross  Sales 

9,227.6 

0.0 

9,227.6 

0.0 

Materiel  Inventory  Adjustments 

CAPITALIZATIONS  +  OR  (-) 

9.7 

35.0 

(25.9) 

0.6 

RETURNS  TO  SUPPLIERS  (-) 

(2,192.2) 

0.0 

0.0 

(2,192.2) 

TRANSFERS  TO  PROP .  DISP . ( - ) 

(1,709.4) 

0.0 

0.0 

(1,709.4) 

ISSUES/RECEIPTS  WITHOUT 

27.9 

13.1 

0.2 

14.6 

REIMBURSEMENT  +  or  (-) 

OTHER  (list) 

(363.2) 

(40.2) 

(209.8) 

(113.2) 

TOTAL  ADJUSTMENTS 

(4,227.2) 

7.9 

(235.5) 

(3,999.6) 

Materiel  Inventory  EOP 

ECONOMIC  RETENTION  (memo) 

POLICY  RETENTION  (memo) 
POTENTIAL  EXCESS  (memo) 

12,268.6 

3,592.1 

6,423.0 

2.253.5 

1.577.5 
631.0 

45.1 

Materiel  Inventory  on  Order 

EOP  (memo) 

3,378.6 

4.1 

3,374.5 

0.0 

SUPPLY  MANAGEMENT,  ARMY 
FUEL  DATA 

(Dollars  in  Millions) 

PROCURED  FROM  DFSC  PROCURED  BY  SERVICE 

COST  PER  EXTENDED  COST  PER  EXTENDED 


BARRELS 

BARREL 

PRICE 

BARRELS 

BARREL 

PRICE 

STABILIZED 

PRODUCT 

(MILLIONS) 

$ 

($  MIL) 

(MILLIONS) 

$ 

($  MIL) 

PRICE 

FY  1994 

AVGAS 

0.001 

56.28 

0.1 

0 . 000 

56.28 

0.0 

MOGAS  (L) 

0.000 

40.74 

0.0 

0 . 000 

40.74 

0.0 

MOGAS  (U) 

0.580 

38.22 

22.2 

0.004 

38.22 

0.2 

JP-4 

0.101 

32.34 

3.3 

0.000 

32.34 

0.0 

JP-5 

0.096 

35.70 

3.4 

0 . 000 

35.70 

0.0 

DISTILLATES 

1.093 

32.76 

35.8 

0.344 

32.76 

11.3 

RESIDUALS 

1.885 

25.62 

48.3 

0.076 

25.62 

1.9 

GASOHOL 

0.000 

38.22 

0.0 

0.000 

38.22 

0.0 

JP-8 

0.800 

34.86 

27 . 9 

0 . 062 

34 . 86 

2.2 

TOTAL 

4.556 

30.93 

140 . 9 

0.486 

31.96 

15.5 

0.0 

FY  1995 

AVGAS 

0.086 

88.62 

7.6 

0.000 

88.62 

0.0 

MOGAS  (L) 

0.000 

35.28 

0.0 

0.000 

35.28 

0.0 

MOGAS  (U) 

0.504 

28.56 

14.4 

0.004 

28.56 

0.1 

JP-4 

0.033 

29.82 

1.0 

0.000 

29.82 

0.0 

JP-5 

0.090 

30.66 

2.8 

0.000 

30.66 

0.0 

DISTILLATES 

1.018 

28.56 

29.1 

0.354 

28.56 

10.1 

RESIDUALS 

2.271 

17.64 

40.1 

0.073 

17.64 

1.3 

GASOHOL 

0.000 

28.14 

0.0 

0.000 

28.14 

0.0 

JP-8 

1.075 

29.82 

32.1 

0.077 

29.82 

2.3 

TOTAL 

5.077 

25.00 

127.0 

0.508 

27.18 

13.8 

0.0 

FY  1996 

AVGAS 

0.081 

94 . 92 

7.7 

0.000 

94 . 92 

0.0 

MOGAS  (L) 

0.000 

37.80 

0.0 

0.000 

37.80 

0.0 

MOGAS  (U) 

0.482 

30.66 

14.8 

0.004 

30.66 

0.1 

JP-4 

0.031 

31.92 

1.0 

0 . 000 

31.92 

0.0 

JP-5 

0.081 

32.76 

2.7 

0 . 000 

32.76  • 

0.0 

DISTILLATES 

0.984 

30.66 

30.2 

0.354 

30.66 

10.9 

RESIDUALS 

2.110 

18.48 

39.0 

0.072 

18.48 

1.3 

GASOHOL 

0.000 

30.24 

0.0 

0.000 

30.24 

0.0 

JP-8 

1.032 

31.92 

32.9 

0.069 

31.92 

2.2 

TOTAL 

4 . 801 

26.71 

128.2 

0.499 

29.08 

14.5 

0 . 0 

FY  1997 

AVGAS 

0.080 

95.34 

7.6 

0.000 

95.34 

0.0 

MOGAS  (L) 

0.000 

38.22 

0.0 

0.000 

38.22 

0.0 

MOGAS  (U) 

0.467 

31.08 

14.5 

0.004 

31.08 

0.1 

JP-4 

0.030 

32.34 

1.0 

0 . 000 

32.34 

0.0 

JP-5 

0.080 

33.18 

2.7 

0.000 

33.18 

0.0 

DISTILLATES 

0.962 

31.08 

29.9 

0.353 

31.08 

11.0 

RESIDUALS 

1.930 

18.90 

36.5 

0 . 071 

18.90 

1.3 

GASOHOL 

0.000 

0.00 

0 . 0 

0 . 000 

0 . 00 

0.0 

JP-8 

0 . 992 

32.34 

32.1 

0.063 

32.34 

2.0 

TOTAL 

4.541 

27.36 

124.2 

0.491 

29.48 

14.5 

0.0 
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SUPPLY  MANAGEMENT,  ARMY 
SUMMARY  BY  DIVISION 
(Dollars  in  Millions) 


NET 


CUSTOMER 

NET 

DIVISION 

ORDERS 

SALES 

RETAIL 

FORSCOM 

FY  1994 

1,662.3 

1,665.2 

FY  1995 

1,524.1 

1,503.1 

FY  1996 

1,463.0 

1,450.6 

FY  1997 

1,490.9 

1,503 . 8 

USAREUR 

FY  1994 

532.1 

608 . 9 

FY  1995 

529.4 

534.0 

FY  1996 

498.1 

498.6 

FY  1997 

465.3 

465.3 

TRADOC 

FY  1994 

942.9 

991.4 

FY  1995 

985.1 

999.8 

FY  1996 

974.5 

987.3 

FY  1997 

971.3 

971.3 

USAEIGHT 

FY  1994 

251.3 

241.5 

FY  1995 

274.6 

282.8 

FY  1996 

269.4 

278.0 

FY  1997 

266.4 

275.1 

USARPAC 

FY  1994 

201.1 

198.5 

FY  1995 

224.8 

230.4 

FY  1996 

213.1 

216.3 

FY  1997 

218.7 

218.8 

USARSO 

FY  1994 

87.2 

72 . 9 

FY  1995 

65.5 

66.4 

FY  1996 

57.8 

50.3 

FY  1997 

52.0 

54.1 

AMC-ID 

FY  1994 

304.6 

320.4 

FY  1995 

335.7 

354.6 

FY  1996 

327.7 

323.4 

FY  1997 

318.5 

318.4 

DSS-W 

FY  1994 

16 . 8 

24.0 

FY  1995 

28 . 9 

21.2 

FY  1996 

39.3 

34.1 

FY  1997 

40.6 

37 . 8 

OBLIGATION  TARGETS 

TARGET 

OPERATING  MOB  TOTAL 


1,707.0 

1,707.0 

1,447.7 

1,447.7 

1,411.3 

1,411.3 

1,486.3 

1,486.3 

502.4 

502.4 

524.9 

524.9 

501.1 

501.1 

465.0 

465.0 

944.3 

944.3 

1,001.1 

1,001.1 

960.7 

960.7 

975.9 

975.9 

262.9 

262.9 

283.0 

283.0 

278.2 

278.2 

275.3 

275.3 

196.9 

196.9 

230.4 

230.4 

216.4 

216.4 

218.9 

218.9 

73.4 

4 

73.4 

60.1 

60.1 

50.3 

50.3 

50.4 

50.4 

321.9 

321.9 

351.5 

351.5 

317.0 

317 . 0 

317.0 

317.0 

16.6 

16.6 

25.0 

25.0 

35.0 

35.0 

40.6 

40.6 
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SUMMARY  BY  DIVISION 
(CONTINUED) 


DIVISION 

NET 

CUSTOMER 

NET 

OBLIGATION  TARGETS 

TARGET 

ORDERS 

SALES 

OPERATING  MOB 

TOTAL 

WHOLESALE 

CONSUMABLES 

ACALA 

FY  1994 

162.2 

171.9 

117.4 

117.4 

FY  1995 

182.7 

180.3 

126.4 

126.4 

FY  1996 

199.5 

198.9 

108.8 

108.8 

FY  1997 

188.5 

176.6 

103.7 

103.7 

ATCOM 

FY  1994 

256.1 

225 . 9 

125.2 

125.2 

FY  1995 

211.1 

190.9 

137.2 

137.2 

FY  1996 

191.4 

172.3 

99.9 

99.9 

FY  1997 

153.5 

136.6 

85.3 

85.3 

CECOM 

FY  1994 

197.6 

190.4 

130.2 

130.2 

FY  1995 

182.1 

172.1 

115.1 

115.1 

FY  1996 

182.7 

176.0 

104.6 

104.6 

FY  1997 

178.2 

164.1 

100.6 

100.6 

MICOM 

FY  1994 

31.3 

28.5 

28.1 

28.1 

FY  1995 

37.3 

34.9 

39.6 

39.6 

FY  1996 

40.1 

39.4 

31.9 

31.9 

FY  1997 

52.6 

46.6 

33.6 

33.6 

TACOM 

FY  1994 

319.8 

350.0 

206.4 

206.4 

FY  1995 

368.7 

370.1 

177.0 

177.0 

FY  1996 

268.7 

268.5 

144.1 

144.1 

FY  1997 

215.1 

213.7 

113.8 

113.8 

REPARABLES 

.. 

ACALA 

FY  1994 

187.2 

180.8 

132.3 

132.3 

FY  1995 

204.0 

201.8 

110.5 

110.5 

FY  1996 

196.9 

198.8 

91.5 

91.5 

FY  1997 

199.6 

203.1 

95.7 

95.7 

ATCOM 

FY  1994 

761.0 

759.5 

420.6 

420.6 

FY  1995 

719.7 

718.0 

408.4 

408.4 

FY  1996 

614.6 

610 . 0 

310.8 

310.8 

FY  1997 

604.7 

632.2 

346.4 

346.4 
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SUMMARY  BY  DIVISION 
(CONTINUED) 


NET 

OBLIGATION 

TARGETS 

DIVISION 

CUSTOMER 

NET 

TARGET 

ORDERS 

SALES 

OPERATING 

MOB 

TOTAL 

CECOM 

FY  1994 

343.8 

341.7 

265.8 

265.8 

FY  1995 

383.0 

360.9 

246 . 0 

246.0 

FY  1996 

351.9 

351.9 

189.9 

189.9 

FY  1997 

336.3 

346.6 

202.9 

202.9 

MICOM 

FY  1994 

289.8 

262.3 

135.6 

135.6 

FY  1995 

317.7 

306.2 

160.9 

160.9 

FY  1996 

296.4 

300.7 

145 . 6 

145.6 

FY  1997 

296.3 

294.9 

154 . 8 

154.8 

TACOM 

FY  1994 

363.8 

375.5 

153.8 

153.8 

FY  1995 

457.2 

446.5 

197.0 

197.0 

FY  1996 

433.8 

427.3 

174.7 

174.7 

FY  1997 

449.6 

438.7 

216.6 

216.6 

AMC-MOB 

FY  1994 

5.5 

5.0 

8.5 

8.5 

FY  1995 

8.0 

8.0 

9.8 

9.8 

FY  1996 

9.2 

9.2 

11.0 

11.0 

FY  1997 

10.2 

10.2 

12.2 

12.2 

COST  OF  OPS 

FY  1994 

690.1 

690.1 

FY  1995 

703.1 

703.1 

FY  1996 

709.3 

709.3 

FY  1997 

715.4 

715.4 

CAPITAL 

FY  1994 

16.0 

16.0 

FY  1995 

18.6 

18.6 

FY  1996 

11 . 0 

11.0 

FY  1997 

10.0 

10 . 0 

TOTAL 

FY  1994 

6,916.4 

7,014 . 1 

6,455.5 

0.0 

6,455.5 

FY  1995 

7,039.5 

6,981.9 

6,373.3 

0.0 

6,373.3 

FY  1996 

6,628.1 

6,591.7 

5,903.1 

0.0 

5,903.1 

FY  1997 

6,508.3 

6,507.9 

6,020.4 

0.0 

6,020.4 
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SUPPLY  MANAGEMENT,  ARMY 
WHOLESALE  OPERATING  REQUIREMENTS 
BY  WEAPON  SYSTEM/ CATEGORY 
(Dollars  in  Millions) 

FY  1995  FY  1996  FY  1997 


WEAPON  SYSTEM/CATEGORY 

Chemical  Defense  Equipment 
Other  Armament,  Munitions 
and  Chemicals 
AH- 64  Apache  Helicopter 
UH-60  Blackhawk  Helicopter 
OH-58D  Kiowa  Helicopter 
CH-47D  Chinook  Helicopter 
T701C  Helicopter  Engines 
Air  Delivery  Equipment 
Other  Aviation/Troop  Equipment 
Mobile  Subscriber  Equipment 
Night  Vision  Equipment 
Batteries 

Other  Communications/Electronics 
Mutiple  Launcher  Rocket  System 
Patriot  Missile 
Other  Missile  Systems 
Ml  Series  Tank 
M88  Recovery  Vehicle 
M109  Howitzer 
M113  Family  of  Vehicles 
Bradley  Fighting  Vehicle  System 
High  Mobility  Multi-Purpose  Wheeled 
Vehicle 
Tires 

Other  Tank  and  Automotive 
Total 


27.6 

27.4 

25.3 

76.2 

74.9 

61.7 

127.3 

119.7 

126.9 

206.3 

150.0 

158.0 

41.7 

31.9 

35.5 

68.9 

33.0 

40.6 

15.1 

28.0 

17.1 

33.6 

16.9 

14.0 

88.3 

85.8 

90.8 

24.5 

19.1 

21.4 

25.8 

23.3 

21.5 

32.0 

28.2 

26.7 

272.6 

196.3 

214.6 

25.9 

18.3 

21.5 

43.6 

32.8 

36.7 

90.4 

90.6 

88.1 

172.4 

137.8 

150.1 

27.8 

21.5 

22.8 

37.5 

38.7 

44.0 

27.3 

22.7 

21.1 

80.5 

66.2 

79.8 

38.3 

28.7 

23.4 

40.8 

33.7 

26.3 

93.7 

-76.3 

85.5 

1718.1 

1401.8 

1453.4 
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SUPPLY  MANAGEMENT,  ARMY 
Wholesale  Only  -  Surcharge  Calculation 


Composite 

(%  of 
( $M)  Sales) 

FY  1994  FY  1994 

($M) 

FY  1995 

(%  of 
Sales) 
FY  1995 

($M) 

FY  1996 

(%  of 
Sales) 
FY  1996 

($M) 

FY  1997 

(%  of 
Sales) 
FY  1997 

1. 

Sales  at  LAP/LRP 

3,637.8 

3,473.0 

3,299.5 

3,210.6 

2  . 

Surcharge  Elements 

a. 

Supply  Operations 

396.9 

10.9% 

351.2 

10.1% 

401.8 

12.2% 

420.1 

13.1% 

b. 

Distribution  Depot 

67.2 

1.8% 

66.3 

1.9% 

78.0 

2.4% 

71.6 

2.2% 

c. 

DLSC/DAASO/DRMS 

66.0 

1.8% 

70.9 

2.0% 

16.0 

0.5% 

31.0 

1.0% 

d. 

DFAS 

6.9 

0.2% 

6.5 

0.2% 

9.8 

0.3% 

10.2 

0.3% 

e . 

Depreciation 

14.1 

0.4% 

12.9 

0.4% 

13.1 

0.4  % 

12.0 

0.4% 

f . 

Mat 1 1  Inflation 
Adjustment 

0.0 

0.0% 

97.2 

2.8% 

102.3 

3.1% 

65.0 

2.0% 

9 

Loss/Obsolesence 

0.0 

0.0% 

34.7 

1.0% 

33.0 

1.0% 

32.0 

1.0% 

h. 

Condemnation 

0.0 

0.0% 

0.0 

0.0% 

0.0 

0.0% 

0.0 

0.0% 

i , 

Transportation 

71.3 

2.0% 

67.9 

2.0% 

59.0 

1.8% 

58.0 

1.8% 

j 

.  Capital  Surcharge 

0.0 

0.0% 

46.4 

1.3% 

51.2 

1.6% 

49.0 

1.5% 

k 

AOR  Recovery 

0.0 

0.0% 

55.3 

1.6% 

(5.1) 

-0.2% 

0.0 

0.0% 

1 

Other  (List) 

0.0 

Safety  of  Use/Flight 

17.8 

0.5% 

17.3 

0.5% 

16.5 

0.5% 

16.1 

0.5% 

LOGS A/ FAMMAS /MODELS 

9.0 

0.3% 

10.0 

0.3% 

European  Operations 

'•19 .3 

0.6% 

18.0 

0.6% 

Other 

70.0 

2.1% 

m 

Total  Surcharge 

640.2 

17.6% 

826.6 

23.8% 

873.9 

26.5% 

793.0 

24.7% 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 


FUNCTIONAL  DESCRIPTION! 

The  Depot  Maintenance  -  Other  business  encompasses  depot 
maintenance;  ammunition  storage,  maintenance  and  demilitari¬ 
zation;  base  support  host;  and  some  residual  depot  supply 
operations  performed  by  depots  operating  under  the  provisional 
Industrial  Operations  Command  (IOC) .  Depot  maintenance  includes 
the  overhaul,  rebuild,  conversion,  renovation,  modification, 
repair,  inspection  and  test,  manufacture,  fabrication  and 
reclamation  of  materiel  as  well  as  maintenance  support  services. 


BUSINESS  AREA  COMPOSITION.; 


Anniston  Army  Depot 
Bluegrass  Army  Depot 
Corpus  Christi  Army  Depot 
Letterkenny  Army  Depot 
Red  River  Army  Depot 
Tobyhanna  Army  Depot 
Tooele  Army  Depot 
Sacramento  Army  Depot  Activity 
Seneca  Army  Depot  Activity 
Sierra  Army  Depot  Activity 
Pueblo  Army  Depot  Activity 
Savanna  Army  Depot  Activity 
Umatilla  Army  Depot  Activity 


Annistoh,  Alabama 
Richmond,  Kentucky 
Corpus  Christi,  Texas 
Chamber sburg ,  Pennsylvania 
Texarkana,  Texas 
Tobyhanna,  Pennsylvania 
Tooele,  Utah 
Sacramento,  California 
Romulus ,  New  York 
Her long,  California 
Pueblo,  Colorado 
Savanna,  Illinois 
Hermiston,  Oregon 


Base  Realignment  and  Closure  (BRAC)  initiatives  closed  the 
maintenance  mission  at  the  Sacramento  Army  Depot  Activity  as  of 
30  September  1994;  will  close  the  Lexington  portion  of  the 
Lexington  Bluegrass  Army  Depot  effective  30  September  1995;  will 
realign  Pueblo  and  Umatilla  Depot  Activities  as  of  30  September 
1995;  and  will  realign  the  maintenance  mission  from  Tooele  Army 
Depot  to  Red  River  Army  Depot  by  September  1997.  Realignment/ 
consolidation  of  the  tactical  missile  mission  to  Letterkenny  Army 
Depot  and  the  realignment  of  the  rotary  wing  workload  from  the 
Naval  Air  Station,  Pensacola  to  Corpus  Christi  Army  Depot  are 
ongoing . 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 


BUDGET  HIGHLIGHTS: 

The  IOC  will  consolidate  management  of  the  Army  DBOF  Depot 
Maintenance-Other  (formerly  managed  by  Depot  Systems  Command 
(DESCOM) )  and  elements  of  the  former  Army  Armament,  Munitions  and 
Chemical  Command  (AMCCOM)  including  DBOF-  Depot  Maintenance - 
Ordnance.  The  IOC  will  command  all  Army  depots,  depot 
activities,  ammunition  plants,  three  arsenals,  and  other  Army 
industrial  activities.  This  consolidation  results  in  savings  in 
management  headquarters  costs  to  the  Depot  Maintenance  -  Other 
business  area. 

The  chemical  demilitarization  and  storage  mission  is 
scheduled  to  transfer  to  the  Chemical  and  Biological  Defense 
Command  (CBDCOM)  effective  fiscal  year  1996.  The  CBDCOM  will 
become  a  tenant  on  the  five  affected  depots/depot  activities  and 
will  reimburse  the  Army  Depot  Maintenance-Other  business  area  for 
base  support  costs. 

Personnel : 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

Civilian  End  Strength 

17,500 

17,003 

16,319 

15,042 

Civilian  Work  Years 

18,261 

17,712 

16,596 

15,737 

Military  End  Strength 

468 

440 

221 

221 

Military  Work  Years 

424 

413 

221 

221 

Civilian  manpower  strengths  and  workyears,  excluding 
overtime,  continue  to  decrease  due  to  overall  downsizing, 
transfer  of  the  chemical  mission  to  CBDCOM,  contracting  out  of 
firefighters  and  security  guards  and  BRAC  related  reductions  at 
Tooele  and  Sacramento  Army  Depots. 

Elimination  of  the  special  weapons  mission  at  Sierra  Army 
Depot  and  the  transfer  of  military  to  the  CBDCOM  reduces  the 
military  end  strengths. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 

Costs,  Operating  Results  (OR),  and  Rates: 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

Costs  of  G&S  Sold 

$1,750.9 

$1,700.3 

$1,668.9 

$1,655 . 9 

Net  OR 

$  -31.0 

$  210.5 

$  -69.5 

$  o 

Accumulated  OR 

$  -141.0 

$  69.5 

$  o 

0 

Cust  Rev  Rate  Per  DLH 

$94.73 

$109.51 

$84.24 

$92.61 

%  Rate  Change  from  PY 

2.3% 

15.6% 

-23 . 08% 

9 . 93% 

Unit  Costs  ($/DLH) 

$90.51 

$88.23 

$84 . 01 

$83 . 83 

DLH  (000) 

19,344 

19,272 

19,865 

19,752 

Total  costs  decline  during  the  budget  years  as  a  result  of 
mission  transfers,  elimination  of  the  special  weapons  mission, 
and  BRAC  related  workload  reductions.  The  rates  in  FY  1996  and 
FY  1997  are  set  to  achieve  a  zero  Accumulated  Operating  Result. 

Unit  costs  decline  primarily  as  a  result  of  a  switch  between 
indirect  and  direct  labor  due  to  the  transfer  of  chemical 
missions  to  CBDCOM.  Also,  the  business  expects  to  reduce  costs 
as  a  result  of  updating  methods  and  standards. 

The  customer  revenue  rate  per  DLH  is  reflective  of  the 
attempt  to  bring  budget  years'  accumulated  operating  results  to 
zero.  The  rate  changes  are  made  up  of  the  following  factors: 


FY 

1996 

FY  1997 

JLSC  Surcharge 

-2.3% 

-0.1 

Recoup  Prior  Year  Losses/Gains 

24.5% 

7.6 

Inflation/Pay  Raise 

2.0% 

3 . 0 

Recovery  Subsequent  Yr  Inf 

.2 

Underutilized  Capacity  Costs 

-2.7% 

-1.1 

Depreciation 

.2% 

.  1 

Workload  Mix 

4.3% 

3 . 0 

Military  Personnel 

-  .6% 

Contract  Guards/Firefighters 

.6 

Update  of  Standards 

.5% 

-3.4 
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DEFENSE  BUSINESS  OPERATIONS  FUND  - 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 

Performance  Indicators:  Performance  effectiveness  indicators  for 
this  business  area  are  labor  hour  costs,  net  operating  results 
and  schedule  conformance.  The  goals  for  these  are  to  execute 
labor  hour  costs  at  or  below  budgeted  levels,  to  achieve  or 
exceed  budgeted  operating  results,  and  to  complete  at  least  95 
percent  of  items  worked  on  schedule . 

Economies  and  Efficiencies:  Productivity  savings  are  primarily  a 
function  of  the  merger  of  DESCOM  and  AMCCOM  to  form  the  IOC, 
capital  investment,  and  value  engineering  and  methods  and 
standards . 

Capital  Program  Authority:  The  capital  budget  for  Depot 
Maintenance  -  Other  declined  sharply  in  FY  1995  due  to  a 
Congressional  cap  on  DBOF  authority.  The  FY  1996  program 
increases  to  accommodate  workload  changes  and  ADPE  upgrades . 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  DEPOT  MAINTENANCE  -  OTHER 
REVENUES  AND  EXPENSES 
(Dollars  in  Millions) 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

Revenue: 

Gross  Sales 

Operations 

1584.7 

1876.0 

1562.9 

1618.5 

Capital  Surcharge 

29.8 

41.0 

16.5 

15.8 

Depre  excl  Maj  Const 

66.7 

34.8 

36.5 

37.4 

Major  Construction  Depre 

14.4 

Other  Income 

Total  Income 

1695.6 

1951.8 

1615.9 

1671.7 

Expenses: 

Transportation 

19.6 

19.2 

12.8 

11.4 

Salaries  and  Wages: 

Military  Personnel 

18.3 

13.5 

7.5 

7.8 

Civilian  Personnel 

805.1 

801.9 

768.5 

755.7 

Materials,  Supplies  and 

Parts  used  in  Operations 

469.8 

501.5 

516.6 

529.6 

Facility  Repair  Charge 

34.7 

41.9 

36.8 

37.1 

Depreciation  -  Capital 

41.9 

23.2 

24.9 

25.7 

Contracted  Engineering  Svcs 

27.5 

27.4 

28.3 

26.5 

Lease  Costs 

4.4 

3.2 

2.8 

3.1 

Purchased  Utilities 

21.5 

21.7 

22.9 

23.5 

Purchased  Communications 

3.8 

3.9 

3.1 

3.2 

Equipment  Maintenance 

24.2 

15.0 

13.2 

13.5 

Fuel 

8.1 

8.1 

9.2 

10.0 

Other  Expenses 

215.0 

219.8 

222.3 

208.8 

Total  Expenses 

1693.9 

1700.3 

1668.9 

1655.9 

Work  in  Process  Adj 

57.0 

Cost  of  Goods  Sold 

1750.9 

1700.3 

1668.9 

1655.9 

Operating  Result 

-55.3 

251.5 

-53.0 

15.8 

-  Capital  Surch  Reservation 

41.0 

16.5 

15.8 

+  Approp  Affecting  NOR/AO R 

Other  Chgs  Affecting  NOR/AOR 

25.2 

NET  OPERATING  RESULT 

-30.1 

210.5 

-69.5 

0.0 

Prior  Year  AOR 

-110.9 

-141.0 

69.5 

0.0 

Accumulated  Operating  Results 

-141.0 

69.5 

0.0 

0.0 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY  OTHER 
SOURCE  OF  REVENUE  (NEW  ORDERS) 

(Dollars  in  Millions) 

FY 1994  FY 1995  FY 1996  FY 1997 


1 .  Orders  from  DOD  Components: 


Army 

919.8 

1227.9 

918.1 

868.0 

Navy 

14.2 

29.9 

20.0 

22.3 

Air  Force 

7.7 

17.8 

14.0 

15.3 

Marine  Corps 

0.6 

2.3 

6.7 

7.3 

Other 

76.9 

69.2 

46.6 

51.3 

2.  Orders  from  other 

DBOF  Business  Areas 

437.8 

478.5 

367.5 

500.5 

3.  Total  DoD 

1457.0 

1825.6 

1372.9 

1464.7 

4.  Other  Orders: 

Other  Federal  Agencies 

5.9 

3.3 

4.3 

3.0 

Trust  Fund 

Non  Federal  Agencies 

39.5 

54.6 

101.2 

80.7 

5.  Total  Gross  Orders 

1502.4 

1883.5 

1478.4 

1548.4 

6.  Credits  and  Allowances: 

Discounts 

0.0 

0.0 

0.0 

0.0 

Price  Reductions 

0.0 

0.0 

0.0 

0.0 

7.  Change  to  Backlog 

0.0 

0.0 

V 

0.0 

0.0 

8  Total  Gross  Sales 

1502.4 

1883.5 

1478.4 

1548.4 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 

Changes  in  Operations; 

Total  Costs 

1.  FY  1994  Actual  $1,750.9 

2.  FY  1995  President's  Budget  $1,605.6 

3.  Pricing  Adjustments:  19.3 

a.  Civilian  Pay  14.1 

b.  Fuel  -.4 

c.  General  Purchase  Inflation  5.6 

4.  Program  Changes/Workload:  75.4 

a.  Transfers/consolidations  of  missions  35.7 

b.  Management  Headquarters  savings  -1.8 

c .  Contract  to  update  standards  3 . 8 

d.  Other  workload  changes  37.7 

5.  FY  1995  Current  Estimate  1,700.3 

6.  Pricing  Adjustments:  43.3 

a.  Civilian  Pay  16.7 

b.  Material  and  Supplies  20.7 

c.  General  Purchase  Inflation  5.9 

7.  Productivity  Initiatives/Other  Efficiencies:  -1.6 

8.  Program  Changes/Workload:  -73.1 

a.  Transfer  of  chemical  demilitarization 

to  Chemical  &  Biological  Defense  Command  -56.9 

b.  Elimination  of  Special  Weapons  mission  -6.4 

c .  Update  of  Standards  1 • 3 

d.  Workload  mix  and  other  -11.1 

9.  FY  1996  Current  Estimate  1,668.9 

10.  Productivity  initiatives/Other  efficiencies  -25.8 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE  -  OTHER 


11.  Pricing  Adjustments:  44.9 

a.  Civilian  Pay  20.2 

b.  Fuel  .1 

c.  Material  and  Supplies  15.8 

d.  General  Purchase  Inflation  8.8 

12.  Program  Changes  -32.1 

a.  Civilian  Personnel  Regionalization  Savings  -3.3 

b.  Elimination  of  Maint  Mission  at  Tooele 

Army  Depot  -6.5 

c .  Workload  mix  changes  9 . 5 

d.  Contract  out  guards  and  firefighters  -15.7 

e.  Voluntary  Separation  Incentive  Program 

and  reduction  in  force  21.6 

f.  Other  changes  -37.7 

13.  FY  1997  Estimate  1,655.9 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996 /FY  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 


FUNCTIONAL  DESCRIPTION: 

The  Depot  Maintenance -Ordnance  manufacturing  and  ordnance 
activities  are  managed  by  the  US  Army  Industrial  Operations 
Command  (IOC) .  They  manufacture,  renovate,  and  demilitarize 
materiel  for  all  branches  of  DoD,  as  well  as  providing  depot 
operations,  depot  maintenance,  set  assembly,  tenant  support,  and 
national  procurement  services  for  thin  and  thick  wall  cannons. 
They  are  responsible  for  logistics  management  including  follow-on 
procurement,  production,  maintenance,  engineering  and  integrated 
logistics  support  management .  They  also  furnish  engineering 
services  in  support  of  production,  industrial  management,  value 
engineering,  configuration  management,  international  logistics, 
tools  and  equipment  engineering,  product  assurance, 
transportation  and  traffic  management  for  assigned  systems  and 
materiels . 


BUSINESS  AREA  COMPOSITION: 

Pine  Bluff  Arsenal 

Rock  Island  Arsenal 

Watervliet  Arsenal 

Crane  Army  Ammunition  Activity 

McAlester  Army  Ammunition  Plant 


Pine  Bluff,  Arkansas 
Rock  Island,  Illinois 
Watervliet,  New  York 
Crane,  Indiana 
McAlester,  Oklahoma 


The  budget  includes  the  establishment  of  the  U.  S.  Army 
Industrial  Operations  Command  (IOC)  became  operational  1  October 
1994,  consolidating  management  of  the  Army  DBOF  Depot  Maintenance 
-  Other,  (formerly  Depot  systems  Command)  and  elements  of  the 
former  Army  Armament,  Munitions  and  Chemical  Command  including 
DBOF  Depot  Maintenance  -  Ordnance.  The  IOCs  mission  is  to  build 
a  viable  world-class  industrial  infrastructure  to  produce  quality 
munitions,  large  caliber  weapons  while  providing  the  full  range 
of  maintenance  service  for  modern  weapons  and  life  cycle 
management  of  ammunition  for  all  American  and  allied  services. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/FY  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 

IOC  commands  all  Army  depots,  depot  activities,  ammunition 
plants,  three  arsenals,  and  other  Army  industrial  activities. 

IOC  performs  ammunition  procurement,  installation  and 
environmental  management,  and  provides  centralized  management  and 
decentralized  execution  of  ammunition  and  weapons  system 
production,  maintenance,  and  storage.  IOC  is  a  major  subordinate 
command  of  the  U.  S.  Army  Materiel  Command.  This  consolidation 
results  in  management  headquarters  cost  savings  that  are 
reflected  in  the  budget. 

The  budget  reflects  the  Depot  Tiering  Concept  which 
separates  depots  into  three  tiers  according  to  their  strategic 
importance  to  the  logistics  power  projection  of  the  US  Army  and 
other  Services.  This  change  in  how  and  where  installations  store 
and  distribute  ammunition  is  part  of  the  plan  to  streamline  the 
industrial  organization,  reduce  unneeded  infrastructure,  and 
reduce  costs . 

Tier  I  sites  serve  as  the  active  core  of  the  ammunition 
storage  and  distribution  system,  storing,  receiving  and  issuing 
training  ammunition  and  war  reserves  to  meet  critical  ammunition 
needs  in  the  first  30  days  of  a  conflict.  Ordnance  installations 
Crane  Army  Ammunition  Activity  and  McAlester  Army  Ammunition 
Plant,  as  well  as  Blue  Grass  and  Tooele  Army  Depots,  were 
selected  as  Tier  I  facilities.  Initial  impact  of  Tier  I  status 
is  increased  workload  in  FY  1995  through  FY  1997  as  ammunition  is 
repositioned  or  demilitarized. 

Tier  II  sites,  the  "Cadre  Level,"  augment  Tier  I  sites, 
storing  war  reserve  materiel  for  the  second  30  days  (and 
following)  of  conflict.  They  also  perform  maintenance  and 
demilitarization  services. 

Tier  III  "Caretaker"  sites  will  store  decreasing  amounts  of 
excess  and  obsolete  items  and  perform  demilitarization  until 
2002,  by  which  time  the  Depot  Tiering  Concept  envisions  they  will 
no  longer  store  ammunition.  Initially,  Tier  III  sites  will  see 
an  increase  in  workload  due  to  demilitarization  and  shipping  of 
ammunition. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/ F Y  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 


Depot  Maintenance-Ordnance  will  decapitalize  its  toxic 
chemical  munitions  mission  at  Pine  Bluff  Arsenal  (PBA)  to  the  US 
Army  Chemical  Biological  Defense  Command  (CBDCOM)  in  FY  96, 
together  with  87  civilian  and  27  military  spaces.  Overhead  rates 
at  Pine  Bluff  Arsenal  (PBA)  will  rise  as  the  direct  labor  hour 
base  falls.  CBDCOM  will  become  a  tenant  of  PBA. 

Business  area  managers  are  developing  more  efficient  and 
cost  effective  management  techniques  such  as  contracting  for 
firefighters  and  security  guards,  creating  production-line  teams, 
and  hiring  temporary  and  term  employees  to  meet  surge  workloads 
and  increase  the  flexibility  of  the  workforce. 

BUDGET  HIGHLIGHTS: 

Personnel : 


FY  94 

FY  95 

FY  96 

FY  97 

Civilian  End  Strength 

6,125 

5,136 

5,055 

4,775 

Civilian  Work  Years  (Regular) 

6,320 

6,118 

5,594 

5,513 

Military  End  Strength 

74 

54 

25 

25 

Military  Work  Years 

60 

60 

25 

25 

The  budget  displays  an  overall  downward  trend  in  manpower 
levels  consistent  with  current  workload  projections.  Reduced 
manpower  levels  will  be  achieved  through  continued  VERA/VSIP,  and 
hiring  freezes.  Civilian  end  strength  decreases  by  22%  from 
6,125  in  FY  94  to  4,775  at  the  end  of  FY  97.  These  reductions 
are  a  result  of  efforts  to  align  the  work  force  with  decreasing 
workload.  Additionally,  the  end  strength  decreases  in  FY  97  as 
firefighters  and  security  guards  are  contracted  out. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/ FY  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 

Costs,  Operating  Results  (OR),  and  Rates: 


FY  94 

FY  95 

FY  96 

FY  97 

Costs  of  Goods  Sc  Services  Sold 

570 . 9 

566.4 

531.9 

531.9 

Net  Operating  Results 

-10 . 9 

59.7 

4.3 

-0- 

Accumulated  Operating  Results 

-63 . 9 

-4.3 

-0- 

-0- 

Customer  Revenue  Rate  Per  DLH 

$78.48 

$98.73 

$84 . 78 

$99.43 

%  Rate  Change  from  Prior  Year 

-7.0% 

+25 . 8% 

-14.1% 

+17.3% 

Unit  Costs  ( $/DLH) 

$86 . 62 

$82.46 

$88.56 

$90.27 

DLH  (000) 

6,591 

6,869 

6,006 

5,892 

Costs.  Total  costs  decline  14.5%  from  FY  94  to  FY  97.  Decrease 
in  civilian  personnel  compensation  is  primarily  due  to  decreased 
workload  and  as  a  result  of  overall  Department  of  Defense 
downsizing.  Other  significant  changes  include: 

Personnel:  Decreased  military  personnel  compensation 
(FY  95)  due  to  conversion  to  civilian  equivalent  pay  levels. 
Military  compensation  further  declines  in  FY  96  due  to  Toxic 
Chemical  mission  transfer  to  CBDCOM.  Watervliet  Arsenal  plans  a 
Reduction  in  Force  of  up  to  198  involuntary  separations, 
effective  February  1995.  Budget  reflects  effect  of  contracting 
out  178  firefighters  and  guard  personnel  in  FY  97. 

Materials :  Decreased  fuel  costs  (FY  95)  offset  increase  in 
Purchased  Utilities  (Non-DBOF) ,  caused  by  converting  from  oil  to 
natural  gas  at  Watervliet  Arsenal.  Materials  costs  rise  in  FY 
95,  driven  by  the  War  Reserve  project  at  Rock  Island  Arsenal, 
which  consists  of  packaging  and  containerizing  Class  IX  or  AR-3 
(Prepo  Afloat)  equipment  and  weapons  systems'  spare  and  repair 
parts.  Costs  decline  for  the  remainder  of  the  budget  period,  in 
conjunction  with  reduced  orders  and  production  schedules. 

Fixed  Assets:  Depreciation  rises  as  prior  years'  capital 
investments  are  installed  and  total  fixed  assets  increase. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996 /FY  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 

Unit  Costs.  Despite  decreasing  costs,  reduced  total  direct  labor 
hours  (DLHs)  cause  unit  cost  to  rise  from  $82.46  per  DLH  in  FY  95 
to  $88.56  per  DLH  in  FY  96.  Unit  cost  increases  in  FY  97  to 
$90.27  are  primarily  the  result  of  spreading  fixed  costs  over 
diminished  direct  labor  workload. 

Net  Operating  Results.  The  DBOF  operates  on  a  break-even  basis 
over  the  long  term.  The  Army  sets  annual  revenue  rates  to 
achieve  positive  or  negative  results,  balancing  Accumulated 
Operating  Results  to  zero  in  the  budget  year.  The  business 
area's  effectiveness  is  measured  by  comparing  performance  to 
goal,  rather  than  simple  calculation  of  net  operating  results. 

Accumulated  Operating  Result  Recovery.  The  customer  revenue  rate 
per  DLH  is  reflective  of  the  attempt  to  bring  budget  years' 
accumulated  operating  results  to  zero.  The  rate  changes  of  14.1% 
in  FY  96  and  17.3%  in  FY  97  are  made  up  of  the  following  factors: 


FY  96 

FY  97 

Recoupment  of  prior  year  gains 

-25.3% 

-3 . 0% 

Inflation/Pay  Raise 

5.6% 

7.4% 

Recovery  of  subsequent  year  inflation 

4.3% 

2.5% 

Depreciation 

1.3% 

.4% 

Workload  Mix 

4.4% 

17.9% 

Underutilized  plant  capacity  costs 

-8.3% 

Military  personnel  costs 

-..5% 

Contract  Guards/Firefighters 

.4% 

Productivity  initiatives 

-3 . 9% 

Productivity  Initiatives/Cost  Reductions.  Depot  Maintenance- 
Ordnance  has  implemented  plans  to  comply  with  directed 
productivity  targets.  Initiatives  include  capital  investment, 
value  engineering,  Army  Ideas  for  Excellence,  methods  and 
standards,  and  other  programs.  Cost  projections  and  rates  have 
been  adjusted  to  reflect  effects  of  productivity  initiatives. 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996/FY  1997  PRESIDENT'S  BUDGET 
DEPOT  MAINTENANCE -ORDNANCE 

Performance  Indicators.  Schedule  conformance  is  the  chief 
measure  of  Depot  Maintenance -Ordnance  performance  effectiveness. 
The  goal  for  FY  95  through  FY  97  is  90%  of  production  completed 
on  schedule . 

Capital  Budget.  The  capital  budget  for  Depot  Maintenance- 
Ordnance  totals  $21.7  million  for  FY  96  and  $17.5  million  for  FY 
97.  Details  are  provided  in  the  Capital  Budget  section  of  this 
submission. 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  DEPOT  MAINTENANCE  -  ORDNANCE 
REVENUE  AND  EXPENSES 
(Dollars  in  Millions) 


Revenue : 

Gross  Sales 
Operations 
Capital  Surcharge 
Depreciation  exc  Maj  Const 
Major  Construction 
Other  Income 
Total  Income 

Expenses : 

Transportation 
Salaries  and  Wages : 

Military  Personnel 
Civilian  Personnel 
Materials,  Supplies  and 
Parts  used  in  Operations 
Facility  Repair  Charge 
Depreciation  -  Capital 
Engineering  Services 
Lease  Costs 
Purchased  Utilities 
Purchased  Communications 
Equipment  Maintenance 
Fuel 

Other  Expenses 

Total  Expenses 

Work  in  Process  Adj 
Cost  of  Goods  Sold 

Operating  Result 
Other  Changes  Affecting  NOR/ AOR 
Prior  Year  and  other  adjustments 
NET  OPERATING  RESULT 
Prior  Year  AOR 

Accumulated  Operating  Results 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

567.0 

626.1 

536.2 

531.9 

(534.0) 

(597.2) 

(507.8) 

(502.7) 

(3.0) 

(26.8) 

(28.8) 

(28.4) 

(29.2) 

(3.2) 

567.0 

626.1 

536.2 

531.9 

0.8 

0.8 

0.8 

0.9 

3.1 

2.5 

1.5 

1.6 

278.5 

282.2 

258.7 

251.8 

109.7 

113.2 

104.7 

88.5 

25.2 

25.4 

26.1 

26.9 

28.0 

33.1 

35.9 

36.7 

11.2 

11.9 

12.3 

12.6 

15.8 

16.5 

16.9 

17.4 

13 . 8 

16.5 

16 . 9 

17.4 

0.3 

0.4 

0.4 

0.4 

6.1 

6  *2 

6.4 

6.6 

4.5 

2 . 8 

2 . 9 

3 . 0 

53.8 

48.5 

42.6 

47.2 

550.8 

559.9 

526.3 

510.9 

20 . 1 

6.5 

5.6 

21.0 

570 . 9 

566.4 

531.9 

531.9 

(3.9) 

59.7 

4.3 

(0.0) 

(3.6) 

(3.4) 

(10.9) 

59.7 

4.3 

0 . 0 

(53.0) 

(63.9) 

(4.3) 

(63.9) 

(4.3) 

0 . 0 

0.0 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  DEPOT  MAINTENANCE  -  ORDNANCE 
SOURCE  OF  REVENUE  (NEW  ORDERS) 

(Dollars  in  Millions) 

FY  1994  FY  1995  FY  1996  FY  1997 


New  Orders 

a.  Orders  from  DoD  Components: 

430.0 

543.2 

504.1 

447.3 

Army- 

292.5 

371.1 

336.9 

283.2 

Navy 

6 . 0 

3.8 

11.8 

13.6 

Air  Force 

0.4 

0.2 

0.2 

1.2 

Marine  Corps 

0.0 

1 . 7 

1.7 

1.9 

Dept  of  Defense 

1.7 

3.3 

4.2 

4.9 

b.  Orders  from  Fund  Business  Areas 

32.8 

35.4 

41.8 

37.0 

Supply  Management  Army  (DBOF) 

31.7 

34.4 

40 . 8 

35.9 

Depot  Maintenance  (DBOF) 

1.1 

1.0 

0.9 

1.0 

c.  Conventional  Ammunition 

32.9 

68.2 

57.6 

44.5 

Working  Capital  Fund  (CAWCF) 


d.  Total  DoD 

366.3 

483.7 

454.1 

386.2 

e .  Other  Orders : 

63.7 

59.5 

50.0 

61.1 

Foreign  Military  Sales  (FMS) 

62.4 

56.0 

46 . 1 

54.2 

Non -DoD  Agencies 

1.3 

3 . 5 

3.9 

6.9 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  DEPOT  MAINTENANCE  -  ORDNANCE 
CHANGES  IN  COSTS  OF  OPERATION 
(Dollars  in  Millions) 

Expenses 


1.  FY  1994  Actual  570.9 

2.  FY  1995  Estimate  in  President's  Budget  580.8 

3.  Total  Pricing  Adjustments:  5^7 

a.  Civilian  Personnel  6.4 

b.  Fuel  Price  -0.7 

4.  Total  Program  Changes:  Z--ik 

a.  Supplies,  Materials,  Equipment  13.8 

b.  Transportation  0.3 

c.  Depreciation  -6.4 

d .  Other  -27.8 

5.  FY  1995  Current  Estimate  566.4 

6.  Total  Pricing  Adjustments:  ll._9 

Annualization  of  Prior  Year  Pay  Raises  1.4 

FY  1996  Pay  Raise 

a.  Civilian  Personnel  4.9 

b.  Military  Personnel  0.0 

c.  Fund  Price  Changes  -0.2 

d.  General  Purchases  Inflation  5.9 

7.  Productivity  Initiatives  &  Other  Efficiencies  _ 

a.  Capital  Investment  -2.0 

b.  Value  Engineering  -4.1 

c.  Methods  &  Standards  -0.8 

d.  Other  Initiatives  -1.3 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  DEPOT  MAINTENANCE  -  ORDNANCE 
CHANGES  IN  COSTS  OF  OPERATION 
(Dollars  in  Millions) 

Expenses 


8.  Program  Changes:  ;38._2 

a.  Transfer  of  the  chemical  demil  mission  to  -4.9 

Chemical  &  Biological  Defense  Command. 

b.  Reduced  workload  at  Watervliet  (RIF  200)  -5.0 

c.  Depreciation  2.8 

d.  Workload  Changes  -36.7 

e.  Other:  Working  down  funded  backlog  5.6 

9.  FY  1996  Estimate  531.9 

10.  Total  Pricing  Adjustments:  iiii 

Annualization  of  Prior  Year  Pay  Raises  1.7 

FY  1997  Pay  Raise 

a.  Civilian  Personnel  5.8 

b.  Fund  Price  Changes  1.5 

c.  General  Purchases  Inflation  5.4 

11.  Productivity  Initiatives  &  Other  Efficiencies  ' _ -8._4 

a.  Capital  Investment  -2.3 

b.  Value  Engineering  -4.0 

c.  Methods  &  Standards  -0.7 

d.  Other  Initiatives  -1.4 

*. 

12.  Program  Changes:  -6^0 

a.  Contracting  out  178  firefighters  and  guards 

1.  Savings  -6.9 

2.  Outsourcing  Costs  4.1 

3.  Transition  Costs  3.6 

b.  Depreciation  0.8 

c.  Workload  Changes  -28.6 

d.  Other:  Working  down  funded  backlog  21.0 

13.  FY  1997  Estimate  531.9 
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DEFENSE  BUSINESS  OPERATIONS  FUND  -  ARMY 
FY  1996 /FY  1997  PRESIDENT'S  BUDGET 
INFORMATION  SERVICES 

FUNCTIONAL  DESCRIPTION: 

The  Information  Services  business  area  provides  for 
development  and  operational  sustainment  of  automated  information 
systems  (i.e.,  requirements  definition,  system  design, 
development,  testing,  integration,  implementation  support,  and 
documentation  services) . 

BUSINESS  AREA  COMPOSITION: 

Systems  and  Integration  Management 
Systems  and  Integration  Management 
Software  Development  Center, 

Fort  Huachuca 

Software  Development  Center 
Fort  Lee 

Software  Development  Center 
Washington,  DC 

BUDGET  HIGHLIGHTS: 

In  FY  1996,  the  Army  added  the  Central  Design  Activities  to 
the  existing  Information  Services  Business  Area  in  the  Defense 
Business  Operations  Fund  (DBOF) .  During  FY  1996,  the  business 
will  operate  on  a  cost  reimbursable  basis.  For  FY  1997,  rates 
will  be  established  and  the  business  will  operate  under  the  total 

i 

DBOF  concept . 


Personnel : 


FY  94 

FY  95 

FY  96 

_ 

FY  97 

Civilian  End 
Strength 

1,285 

1,285 

Civilian  Work 
Years  (Regular) 

1,285 

1,285 

Military  End 
Strength 

300 

300 

Military  Work 
Years 

300 

300 

Chambersburg,  PA 
St.  Louis,  MO 
Fort  Huachuca ,  AZ 

Fort  Lee,  VA 

Fairfax,  VA 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  INFORMATION  SERVICES 
REVENUE  AND  EXPENSES 
(Dollars  in  Millions) 

FY  96 


Revenue : 

Gross  Sales 

Operations  185.3 

Total  Income  185.3 

Expenses : 

Transportation  0.1 

Salaries  and  Wages: 

Military  Personnel  10.0 

Civilian  Personnel  62 . 0 

Materials,  Supplies,  and  Parts  used 
in  Operations  1  ■  8 

Contracted  Engineering  Services  23.7 

Lease  Costs  2.4 

Purchased  Utilities  0.2 

Purchased  Communications  2 . 0 

Equipment  Maintenance  1 . 9 

Other  Expenses  81.2 

Total  Expenses  185.3 

Operating  Result  0 

Other  Changes  Affecting  NOR/ AOR  0 

NET  OPERATING  RESULT  0 

Prior  Year  AOR  0 

Accumulated  Operating  Results  0 


FY  97 


185.3 

185.3 


0.1 

10.3 

64.4 

2 . 0 

24.4 
2.1 
0.2 
2.1 
2 . 0 

77.7 

185.3 


0 

0 

0 

0 

0 
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DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  INFORMATION  SERVICES 
SOURCE  OF  REVENUE  (NEW  ORDERS) 
(Dollars  in  Millions) 


1 .  New  Orders 

a.  Orders  from  DoD  Components: 
Army- 
Navy 

Air  Force 


FY  96  FY  97 


177.1  176.8 

1.3  1.3 

1.0  1.0 


b.  Orders  from  other  Fund 
Business  Areas 


7.4  7.5 


c .  Total  DoD 


186.8  186.6 


d.  Other  Orders: 

Other  Federal  Agencies  4.8  5.0 

Trust  Fund 

Non  Federal  Agencies 


2  . 

Total  Gross  Orders 

191.6 

191.6 

3  . 

Change  to  Backlog 

-6.3 

-6.3 

4  . 

Total  Gross  Sales 

185.3 

, 185.3 

59 


DEFENSE  BUSINESS  OPERATIONS  FUND 
ARMY  INFORMATION  SERVICES 
CHANGES  IN  COSTS  OF  OPERATIONS 
(Dollars  in  Millions) 

Expenses 

1.  FY  1995  President's  Budget  N/A 

2.  Pricing  Adjustments  N/A 

3.  Productivity  Initiatives  N/A 

4.  Other  Program  Changes/Workload  N/A 

5 .  Other  Changes 

Transfer  from  appropriated  funds  185.3 

to  DBOF 

6.  FY  1996  Estimate  185.3 

7.  Pricing  Adjustments:  3.5 

a .  Pay  Raise  2 . 7 

b.  DBOF  Supply  purchases  -  Non  Fuel  0.2 

c .  Other  Fund  purchases  0 . 1 

d.  General  Purchase  Inflation  0.5 

8.  Other  Program  Changes /Workload :  -3.5 

Workload  Changes  -3.5 

9.  FY  1997  Estimate  185.3 
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CAPITAL  BUDGET 
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BUSINESS  AREA  CAPITAL  BUDGET  SUMMARY 

Component:  Army 
Supply  Management,  Army 
February  1995 
($  IN  MILLIONS) 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  A.  Budget  Submission 

($  in  Thousands)  FY  96/97  President's  Budget 

Component/Business  Area/Date  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

SUPPLY  MANAGEMENT,  ARMY  (SMA)  February  1995  Comminication  &  Electronic 

96-2 _ Command  (CECOM) 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  |a  Budget  Submission 

f$  in  Thousands)  FY  96/97  President's  Budget 

.  Component/Business  Area/Date  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

SUPPLY  MANAGEMENT,  ARMY  (SMA)  February  1995  Materiel  Management  Equipment  Replacement  Communication  &  Electronic 

_ 96-3  _ Command  (CECOM) 
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- -  BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  |A  Budget  Submission 

($  in  Thousands)  FY  96/97  President's  Budget 

I.  Component/Business  Area/DaJe  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

SUPPLY  MANAGEMENT,  ARMY  (SMA)  February  1995  Logistics  &  Maintenance  Equipment  Replacement  Communication  &  Electronic 

96-4 _ Command  (CECOM) 
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The  purchase  of  3  new  notebook  computer's  to  replace  8  year  old  Zenith  Laptops  for  travel  and  special  assignments  away  from  the  work  area 
is  also  included.  These  are  to  be  of  notebook  or  smaller  variety  and  must  be  compatible  with  desktop  hardware  and  designated  standard 
configurations. 

An  economic  analysis  identified  project  as  an  offset  to  the  requirement  to  replace  one  fifth  of  existing  equipment  each  year. 


BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  |A  Budget  Submission 

($  in  Thousands)  FY  96/97  President's  Budget 

.  Component/Business  Area/Date  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

Supply  Management,  Army  February  1995  ADPE  and  Telecom  Equip  Tank  &  Automotive 

96-5  Command  (TACOM) 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  |a.  Budget  Submission 

($  in  Thousands)  FY  96/97  Presinent’s  I 

.  Component/Business  Area/Date  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

SUPPLY  MANAGEMENT,  ARMY  February  1995  K&T  Maching  Center  Tank  &  Automotive 

_  96-6  Command  (TACOM) 
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COST  BENEFIT:  An  economic  analysis  for  Army  SSF  is  in  process;  preliminary  economic  analysis  projected  $300M  over  6  years  after  full  Army 
implementation.  Estimated  reduction  in  retrograde  pipeline  of  17  to  28  days;  Army  wide  benefits  are  not  available  but  the  Forces  Command 
FY  93  serviceable  pipeline  is  $4M  per  day. 
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.  Component/Business  Area/Date  C.  Line  No.  &  Item  Description  D.  Activity  Identification 

Supply  Management,  Army  February  1 995  Standard  Army  Automated  Contracting  PEO  STAMIS 

System  96-18 _ 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  A.  Budget  Submission 
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completed,  legacy  applications  will  be  reduced  or  eliminated  decreasing  ADP  costs  markedly. 


BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION 
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DEPOT  MAINTENANCE  -  OTHER 
FY  1995  DBOF  CAPITAL  PURCHASES 
DEFERRALS,  CANCELLATIONS,  SUBSTITUTIONS 


(N 

O 

co 

o' 

60 


6  § 


Ph 

O 

CQ 

Q 

(U 

OG 

+-> 

fc- 

& 

CO 

C 

o 


co  0£) 

o  .3 


.2  la 


b- 

r» 

v© 

60 


<S 

l— < 


o  qq 

§  g 
o  s 

O  P 
go  w 
W  -k 
p_  § 


Oh 

o 

CQ 

Q 

<u 

J3 


cz> 

G 

_o 

ed 

M 

3 

o 

G 

o 

& 

o 

■4-* 

o 

< 

c 

_o 

"3 

•C 

p, 

o 

(1 

Ph 

p. 

< 

uo 

Os 

JH 

Oh 

JG 


G 

co 

a 

V— < 

ca 


(N 

r- 


so 

60 


6-)'  W 

2  Oh 


o 

u 

(75 

a 

Q 


S 

Q 


c 

<o 


t/2  Q, 

s  » 

a> 

+-»  Oh 
CO  H 
§ 

ry}  G 

4-»  -4-J 

o  c 

Oh  *  prt 

-  I 


Q 

I 


o 

a. 


n  <D 

X  Q 
O  , 

1  a 

(D  O 

y  -d 


to 

<D 

(-H 

cd 

CO 

cd 

T3 

-5h 

T3 

o 


CO 

Cd 


G 

*s 

s 


o  K5  x> 

a. 

(D 

Q 

CO 


o 

G  « 
•2  ? 
ta  p, 

"a>  ca 

o  *S 

§  8* 
u  u 


in 


g 

60 

w 

Q 


T3 

S 

p 

CO 

ct3 

•0 

t — 

E 

p 

Oh 

TJ 

I 

'3 

o- 

T3 

ca 

E 

!  '3 

CT1 

4) 

JG 

| 

C 

U3 

13 

o 

s 

E 

w 

g 

o 

H— * 

1  b 

c 

■s 

o 

O 

U 

S 

cd 

o 

U  S 

b-> 

U 

>H 

<L> 

JS 


a 

Oh 

s 

a 

G 

(L> 

e 

p- 

‘3 

cr 

w 


to  n. 

e  » 

CD  o 
■*-<  — 

CO  H 

CO  S 

O  G 
Oh  *3 

qS 

i  ■*— * 

.  o 

Oh 

0) 

Q 

w  i 

8  -2  o 
§  .2  ■•§ 
S  S  T3 

■B  ;»  o 

.s  £  s 

to  TO 

s  ^  u 

o  ca  b 

P, 

o 

Q 


<o 

OG 


o 


Capital  project  was  canceled  as  a  result  of  the  FY  95  Appropriation  Act  cap  on  obligations  for  the  DBOF  capital  program. 


DEPOT  MAINTENANCE  -  OTHER 
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BUSINESS  AREA  CAPITAL  BUDGET  SUMMARY 
Component:  Army 

Business  Area:  Depot  Maintenance  -  Ordnance 
Date:  February  1995 
(Dollars  in  Millions) 
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DEPOT  MAINTENANCE  -  ORDNANCE 
FY  1995  DBOF  CAPITAL  PURCHASES 
DEFERRALS,  CANCELLATIONS,  SUBSTITUTIONS 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  A.  BUDGET  SUBMISSION 

(Dollars  in  Thousands)  FY  96/97  President's  Budget 
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BUSINESS  AREA  CAPITAL  PURCHASES  JUSTIFICATION  A.  BUDGET  SUBMISSION 

(Dollars  in  Thousands)  ™  96/97  President's  Budget 
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